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NATION-WIDE COOPERATION IS ASKED 
TO GIVE PUBLIC TRUE PICTURE 
OF FIDUCIARY FUNCTIONS 
Importance of Greater Activity on Part of Corporate Fiduciary Associations 


Throughout Country is Stressed in Special Message from Chairman of 
Trust Information Committee of Trust Division, A.B.A. 









By GWILYM A. PRICE 
Vice-president and Trust Officer, Peoples-Pittsburgh Trust Company, Pittsburgh, Pa. 











HE Committee on Trust Informa- 

tion of the Trust Division of the 
American Bankers Association was 
created as the result of the report of a 
special Committee charged with the duty 
of investigating and reporting to the Ex- 
ecutive Committee of the Division, in 
April, 1934, upon practical ways of im- 
proving the public relations of trust in- 
stitutions in general throughout the 
United States. This report presented the 
following conclusions, among others :— 

Good trust service is the base upon 
which any sustained public relations pro- 
gram must be built. Bearing in mind the 
trend of the times in Government super- 
vision and regulation of industry and 
business, trust men must be cognizant of 
the social responsibilities of their insti- 
tutions and meet them through intelli- 
gent and thorough self-government, or: 
the opportunity for self-government will 
be lost by reason of government regula- 
tion. 

In many sections of the country the 
public relations of banks and trust com- 
panies are still unsatisfactory. In those 
sections there is widespread lack of con- 
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and trust companies of the United States 
is vital to their welfare. 













fidence in them, and they are subjected Specific Recommendations 

to constant and at times studied criticism In submitting its specific reeommenda- 

and attack. The public is steadily regaled tions the special committee said: 

with the alleged wrong doings of trust “The basic theory of this report is 

companies, and has too little understand- that good service in all that the phrase 

ing of their aims, purposes and accom- implies—and that includes self-regu- 

plishments. lation—is a prerequisite to good public 
The time is ripe for constructive efforts relations. The recommendations sub- 





mitted below for safe-guarding the 
reputation of the trust business are 
predicated upon the belief that the 
business is sound—in other words, that 


to regain the merited confidence of the 
American people in their banks and trust 
companies in their various fields of ac- 










se ° : , L good trust service is provided—and the 
; carefully conceived, definite and posi- knowledge that the Trust Division will 
tive, continuing program for the improve- continue its efforts in the direction of 







ment of the public relations of the banks self-imposed standards of service.” 
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Among the recommendations made 
were the following: 


That the Executive Committee create 
a standing committee on trust in- 
formation which shall have as its 
function the co-ordination of a sus- 
tained program of improving the 
public relations of the trust insti- 
tutions of the United States. 

That the existing local trust associa- 
tions be acquainted with the aims 
and objects of the public relations 
program and their active assistance 
sought in making it a success. 

That every effort be made to encourage 
the formation of active trust associ- 
ations in sections where they are 
now lacking. 

That the Committee on Trust Informa- 
tion act as a clearing house in which 
trust information generally and the 
results of certain surveys authorized 
by the Executive Committee may be 
analyzed and the results from time 
to time disseminated to the local 
trust associations. 


It will require time to complete the sur- 
veys authorized by the Executive Com- 
mittee, analyze them and disseminate the 
results to the local trust associations. A 
number of monthly statements of happen- 
ings and trends in the trust field have 
been prepared and sent by the secretary 
of the division to the officers of local trust 
associations with suggestions as to the 
best use to be made of such information as 
is suitable for publicity. 


Local Cooperation Essential 


In many localities trust associations 
meet infrequently, generally only when a 
real emergency or pressing problem con- 
fronts them. This effort of the Division 
to improve public relations cannot be 
carried through successfully without in- 
telligent activity upon the part of the 
local trust association. This implies regu- 
lar meetings at which public relations and 
other phases of the Division’s activities 
may be considered with a view to giving 
them local stimulus. 

A group of experienced trust men were 
lunching together recently in a large city 
where the trust business has been firmly 
established for a number of generations. 


TeRains D° 


In discussing some of the trials and prob- 
lems of the past five years a remark was 
made that the public in that particular 
city had gained the impression over a 
long period of time that trust companies 
were infallible, and since the events of the 
past few years having proven the con- 
trary, it was inevitable that a reaction 
follow. The talk then turned to advertis- 
ing, and each man in the group admitted 
that although each Company represented 
at the meeting was striving, first, to ren- 
der excellent trust service, and, secondly, 
to impress the public with the fact, little 
or nothing was being done by the trust 
companies as a group to improve the pub- 
lic’s attitude toward the trust business. 
In other words, as one trust man phrased 
it, his Company was striving mightily to 
render and give the public the impression 
of rendering, the best trust service to be 
had in the community, but he feared if 
something were not done soon to counter- 
act unfavorable public opinion, prospec- 
tive trust customers would gain the im- 
pression that his Company was the best 
of a poor field. 

Each local trust association in the 
United States could afford with profit to 
its members and great benefit to the trust 
business generally to employ a trained 
public relations counsel—<all him a press 
agent if you will—to interpret the trust 
business and its day by day happenings 
and trends to the man-in-the-street. Trust 
business must get acquainted with the 
man-in-the-street. 


Newspapers Major Factors 


Public opinion rules American life. It 
determines the success or failure of any 
otherwise well managed business. It 
makes and unmakes the laws of the land. 
And the man-in-the-street makes public 
opinion. 

This individual forms his opinion main- 
ly from what he reads in the newspapers. 
Radio, the movies and magazines furnish 
him generally with amusement. What 
those publicity media furnish him as 
basis for his opinions is still very much 
a duplication of what he reads in his daily 
papers. 

Constructive newspaper publicity is 
therefore still the major factor in crystal- 
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lizing public opinion. Constructive public- 
ity is the presentation of the actual facts 
of a sound cause—not blind propaganda. 
Good publicity enlightens—it never de- 
ceives. 

The newspaper publicity the trust busi- 
ness receives is overwhelmingly bad. It 
could be made overwhelmingly good. But 
unless there is, and soon, something 
nearer a balance between bad and good 
publicity in the newspapers, the trust 
business runs the risk of experiencing the 
practical results of unfavorable public 
opinion which, in the recent past, have 
been experienced by commercial bank- 
ing. 

The trust business cannot avoid having 
public relations of one sort or another. 
Trust business is public service in the 
sense that it exists to serve all those per- 
sons, associations, corporations and gov- 
ernment units of the community that 
need trust service. It is dependent upon 
the public for its patronage. Trust busi- 
ness cannot be carried on without estab- 
lishing some sort of reputation for itself 
both with trust customers and with the 
general public, which reputation may be 
good, bad, or mediocre. It cannot be car- 
ried out successfully without a good repu- 
tation,—that is, the good will and not the 
ill will of the public. Since public relations 
are unavoidable, and good public relations 
are essential to the success of the trust 
business, good public relations may well 
be regarded as second in importance only 
to good trust service. 


Advertising Alone Insufficient 

To all too many bankers and trust men, 
publicity begins and ends with advertis- 
ing. Some extend the field to include care- 
fully prepared addresses before select 
groups, such as women’s clubs, service 
clubs, chambers of commerce and the like. 
Trust conferences and other formal meet- 
ings produce addresses which are good 
publicity, but these gatherings are neces- 
sarily infrequent in any locality. 

Publicity favorable to the trust busi- 
ness comes almost entirely from these 
two sources, advertising and speeches. It 
is good as far as it goes, but it does not 
reach the man-in-the-street. Advertising 
designed to interest the estate builder 


does not appeal to the per diem laborer. 
An address before an exclusive luncheon 
club does not reach the ears of the First 
Ward Social Club. Probably neither ap- 
pears in the paper the man-in-the-street 
reads thoroughly. 

What he reads is something like this: 


“CLANCY’S HEIRS SUE FOR ESTATE 
Mismanagement laid to Trust Company.” 


The story may or may not be true but 
it would be futile to try to correct the im- 
pression it leaves or to deny it. Neverthe- 
less the constant repetition of stories of 
this type is bound to implant a picture in 
the public mind of the trust company as a 
soulless corporation, preying upon wid- 
ows and orphans. 

The welfare of the trust business de- 
mands that there be less of this sort of 
publicity. The future of the trust busi- 
ness requires constructive publicity which 
will more than offset the bad, and will 
give the man-in-the-street a picture that 
is in the proper perspective. This can be 
done. But it will take time. 


Newspaper Men Want Facts 


Trust men must give their local news- 
paper men more information about the 
purposes and limitations of trust service. 
Newspaper men as a class know nothing 
about the trust business. Trust men in 
the main know nothing about publishing 
a newspaper. The two groups could edu- 
cate each other to their mutual advantage. 

Trust men might learn, for instance, 
that one of the reasons newspapers ap- 
pear to publish only unfavorable news 
about trust companies is that frequently 
that is the only kind of news they can get. 
They can get news about trust companies 
outside of trust companies, but not inside. 

Newspaper men might come to realize, 
for instance, that just because a trust 
company is sued in the courts it is not 
necessarily news; that sometimes a trust 
company invites a suit. They might learn 
that the attitude of a trust company un- 
der certain circumstances is dictated by 
the express terms of a trust agreement. 

From such mutual education there will 
come a different type of newspaper story 
on trust business. Trust men will help 
their side of the story to become known. 
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Newspaper men will discover in the trust 
business a new source of constructive 
copy. 

Newspapers do not handle trust news 
as they do the news of other great under- 
takings in the financial feld, commercial 
banking, investment banking, insurance, 
or the like. That is to say, financial pages 
do not carry reviews of developments in 
the trust field, interpretation of trends 
or discussions of various factors of the 
business. This is the sort of publicity 
which does not advertise any particular 
institution, but it educates and informs 
the public with respect to the business as 
a whole. By and large, this sort of copy 
is the most valuable. It is not open to 
casual criticism as being merely what 
someone said for publication. It bears the 
stamp of independent appraisal. In other 
words, it is convincing. 

Newspaper columns reporting, explain- 
ing and interpreting happenings and 
trends in the trust business could be de- 
veloped in newspapers in every city where 
a local trust association is in existence, 
through the co-operation of local trust 
men. Such columns would be written 
primarily for the average reader—not for 
trust men. Hence they would strive for 
simplicity and avoid technicalities. First, 
however, trust men would have to spare 
the time to explain and to suggest, and 
they would have to see the value to their 
own business of copy that did not neces- 
sarily mention the names of their own 
Institutions. 

The Committee on Trust Information 
of the Trust Division plans to carry out 
carefully conceived, definite and positive 
efforts designed to restore and maintain 
public confidence in American trust busi- 
ness. Nothing in the nature of a spectacu- 
lar campaign is contemplated. The basis of 
the Division’s policy is that good trust 
service, in all that the phrase implies, is 
a prerequisite of good public relations. 
The Division plans to assist trust institu- 
tions in upholding the standards of good 
trust service and to aid them in acquaint- 
ing the public with the value of those 
standards. The Division hopes that the 
various trust associations will work with 
it for the accomplishment of those pur- 
poses. 
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National Broadcast Arranged 
For A. I. B. Commencement 


Fifty thousand students, graduates 
and members of the American Institute 
of Banking are expected to participate 
in a simultaneous, national-wide program 
on the evening of September 4 incident 
to the delivery of diplomas to 2,990 
graduates of the Institutes study 
courses. 

Announcement that more than 200 
chapters of the Institute in separate 
towns and cities will hold their annual 
commencement exercises on the same 
day and hour was made by Charles F. 
Ellery of the Fidelity Union Trust Com- 
pany, Newark, N. J., president of the 
Institute. E. V. Newton, of the Cleve- 
land Trust Company, Cleveland, Ohio, 
chairman of the Institute’s commence- 
ment committee, is in charge of the 
arrangements. 

A broadcast over seventy or more sta- 
tions of the National Broadcasting Com- 
pany in the United States and Canada 
has been arranged for an address by 
J. F. T. O’Connor, Comptroller of the 
Currency, who will be the guest speaker. 
This address will be delivered from 
Washington, D. C., at nine p.m., Eastern 
Daylight Savings time. 

The interest of bankers generally has 
been enlisted to increase the effective- 
ness of the event as a means of promot- 
ing public information regarding bank- 
ing. 

“The commencement committee of the 
American Institute of Banking,” Mr. 
Newton stated, “feels fortunate in se- 
curing Comptroller O’Connor as_ the 
speaker for its 1934 nationwide com- 
mencement exercises. His public spirited 
interest in the welfare of banks and 
banking of the nation and his fine rec- 
ord in the Comptroller’s office will make 
his address of interest to bankers and 
the public. 

“National officers and members of the 
Executive Council of the institute are 
exerting every effort to make the 1934 
nationwide commencement exercises an 
outstanding feature in A. I. B. history 
and local chapter officers and bankers 
over the whole country are cooperating.” 





SURVEY INDICATES STRONGLY CONSERVATIVE 
ATTITUDE NOW PREVAILS IN LARGE 
PART OF UNITED STATES 
Editorial Reflex of Public Opinion Covers 81.2% of Total Daily Newspaper 
Circulation of Country—Districts for Which Weighted Ratings 
Have Been Calculated Represent 95.7% of 
Total Population 


HE survey of public opinion, as 
reflected in editorial comment, 
which has been conducted by 
TRUST Companies Magazine continuously 
since February 1, now covers 81.2 per 
cent. of the total daily newspaper circula- 
tion in the United States, and 195 dis- 
tricts containing 95.7 per cent. of the 
country’s total population. 


Political inferences drawn from the 
survey to date are summarized in the 
accompanying chart. 

Combining the figures as presented in 
the chart shows that 73.4 per cent. of the 
total population of the United States is 
in districts rated at more than 50; while 
22.3 per cent. of the total population is 
in districts rated at 50 or less. 


Degrees of Conservatism or Radicalism 
Now Prevailing in 195 Districts Containing 95.7% of Total Population in U. S. 


Rating 


More than 80 


75.1 to 80 


70.1 to 75 





Conservative 


Progressive 


65.1 to 70 
60.1 to 65 
55.1 to 60 
50.1 to 55 
45.1 to 50 


40.1 to 45 


35.1 to 40 


30.1 to 35 
25.1 to 30 


20.1 to 25 


Less than 20 


Per Cent. of 
U.S. Population 


Number of 
Districts 





122 


More than half of the total number of 
districts have ratings of more than 70, 
and these districts alone contain 42.7 per 
cent. of the total population. 

Since each district rating is a com- 
posite of the individual ratings of news- 
papers circulated in the district, the 
reader may be aided in appraising their 
significance by the following explanation. 

A rating of 100 would indicate the 
attitude of a highly conservative 
paper aroused to an aggressive de- 
fense of the principles on which the 

Nation was founded and under which 

a higher degree of justice and ma- 

terial well-being has been attained 

than in any other part of the world. 

A rating of 75 indicates the cus- 
tomary attitude of a normally con- 
servative paper. 

A rating of 50 reflects either a 
vacillating or a noncommittal policy. 

A rating of 25 indicates the normal 
attitude of a paper that is inherently 
radical, yet modifies its policy in an 
effort to win or appease the more con- 
servative citizens of the community. 

A rating of zero would reflect un- 
disguised and aggressive radicalism. 

For the country as a whole, we re- 
ported last month a weighted rating of 
63.6, or somewhat less than the current 
figure; however, the figures reported last 
month are not strictly comparable, since 
the current analysis is much more com- 
prehensive. 

Heretofore it has not been feasible, 
except in five instances, to break down the 
analysis into smaller than State units. 
Separate treatment was given merely to 
the metropolitan areas of New York, Chi- 
cago, Los Angeles, Philadelphia and 
Detroit. 

Current ratings are based on individ- 
ual studies of 195 separate newspaper 
districts, out of a total of 220 districts 
into which Continental United States has 
been divided. Except in the sparsely set- 
tled areas, each of these districts is a 
normal territorial unit in which virtu- 
ally all newspaper influence comes from 
papers published within the confines of 
that unit. While the boundaries of the 
units follow county lines, they approx- 
imate the outer rim of “major” or over- 
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lapping “spheres of influence” as outlined 
by the writer as a result of several years 
of intensive study of newspaper condi- 
tions in all parts of the United States. 
The only States not divided into units 
are Arizona, Connecticut, Delaware, 
Nevada and Rhode Island. The number 
of units in other States ranges from two 
(as in New Hampshire and in Montana), 
to thirteen in Texas. In most instances, 
the units do not cross State lines. Part 
of New Jersey is included in the New 
York metropolitan district, part of Ken- 
tucky in the Cincinnati district, part of 
Indiana in the Chicago district, and part 
of Illinois in the St. Louis district. 

Each unit rating takes account of (a) 
the attitude of each paper studied, and 
(b) the ratio of that paper’s circulation 
to the total circulation of all papers in 
that unit which are included in the 
analysis. 

Each State, sectional or national rating 
takes account of (a) the individual rating 
of each unit, (b) the relative “density” 
of newspaper circulation in the several 
units, and (c) their relative population. 

The districts for which no rating has 
yet been calculated, and which in the 
aggregate represent only 4.3 per cent. of 
the total population of Continental United 
States, are one district in Arkansas, two 
in Colorado, one in Florida, one in Geor- 
gia, three in Illinois, two in Indiana, 
one in Kansas, two in Kentucky, one each 
in Maine, Maryland, Mississippi, Ne- 
braska, New Hampshire, North Carolina, 
Oklahoma, Tennessee, and Utah, two in 
Virginia and one in Wyoming. In each of 
these instances, the weighted rating for 
the units covered is applied to the entire 
State, or to that part of the State not 
included in one of the major metropolitan 
districts. 

Weighted ratings by major territorial 
groups and by States or major units are 
as follows: 


New England 


New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
For Section 








Middle Atlantic 
New York metropolitan district... 48.4 


New York (rest of state)......... 71.0 
New Jersey (rest of state)....... 35.4 
Philadelphia district ............. 71.5 
Pennsylvania (rest of state)...... 61.0 
Re nena reer 57.3 
East North Central 
CimGTOET GIETIRE no cece cesses 69.0 
eee ere 63.2 
POTIOT GHEIIEE og cee vcccccceces 58.6 
Olio (rest Gf SIBtG).. . «ccc ccesccs 68.8 
Illinois (rest of state)............ 77.4 
Indiana (rest of state)........... 70.8 
Michigan (rest of state)......... 80.7 
NI oo ccs a soca oe eae sie bree 58.1 
ee CE, Ga aise ed a aiatoais.c cele 68.0 
West North Central 
Se RMU Ps i 6. 0-4:0 0106-6026 disie 51.3 
Missouri (rest of state).......... 62.5 


eee e eee eee eee eee eee eee eeene 


PEE, cid Ss wcmakeeaniae Vesa 72.0 
PI cw be va Saka ests cee 62.0 
PINE 5.6.55 oc ea eSeee cedars 82.7 
EE oo aa wcees wae ea 67.2 
eo 6a ccs ead td eesaes 67.2 
South Atlantic 
US So a eais ooh wid. ae 90.0 
Maryland and D. C.........0.s06 52.3 
IE Een ere eee 62.8 
ee eee ares ree 65.8 
ee ee 71.2 
SE, NITED. ow ssn ieee bowen 65.9 
I 35.565 21 ho 'pxkcbeeea Baialons 7113 
NS reco eee easleck Sidinr tobiacn cw Where 56.0 
er OA 6 Ses Sei ees anes 65.7 
East South Central 
NE ooo wa. ca eics nee 60 a eee 58.8 
Kentucky (outside of Cincinnati 
MEME, “Siac Srsiace saterecGems separa 76.5 
EE i. bh an0 esha RNs és ws 58.2 
I 655 5'o\ sim ae ielern wuceimeee 70.6 
Pe ND is erase disiaw «gc ae 66.2 
West South Central 
PMN irs cca ctetaicts mes Rios sate 91.3 
I 6 ods siaescinies- Simoes Sete 80.6 
NE i SS clos gina ele ee Aare 55.7 
EE, Ea, ary te ot eee 66.5 
SE ONE vere deee aacalee 70.6 
Rocky Mountain 
pS Pe ae Diet en ae 88.8 
MR oat se tach oo. ce ss Ook oo bie atard 69.8 
WR oo civk seen sewwesouee *100.0 
IS 0p. aes Sin oe 49.4 
EIN 536 oie eciel te mige rele 64.7 
PRI. 6. sd 3: to alo Soak dice Seno als 82.0 
MN ip ss 5c 5, acs) ores dm cee Slavac orp 86.4 
IR igs ia arerc kind bine oe wamsce es 56.0 
te PU oie osik om oeaccale men 71.4 
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Pacific 
eS 6 5k rien crexsRadens 77.7 
GRE asin Fb a cons dos ainaoan 70.0 
Los Angeles district............. 44,4 
California (rest of state)........ 59.9 
Pe HE Sa scccees ccsnieves 58.4 
For United States............. 65.4 






The fifteen most important districts, 
in inverse order of rating, are as follows: 











EOD BED ink ons dav ekeswes 44.4 
PII 3 ko oh hes kd cee 47.0 
PE TE iis ainio teak cece aed 48.4 
PRED ocd i beekeuceeuee 49.5 
es Ee os. is de eae 51.3 
Washington-Baltimore ....... 51.8 
CRE & os'v0.ccee dveaeoeas 58.0 
I ide hw kee arena mamas 58.6 
eee 61.8 








eee ewe eee eee eee ees ee 







ore eee eee eee eee eee eee 


Cincinnati ......... rae niall 







Dallas-Fort Worth .......... 69.3 
PRED. ak ctcpaedatwenee 71.5 
BE va cbcdnecdenccnee 79.5 






As will be noted, four of these districts 
have a rating of less than 50, and four 
a rating of more than 50 but less than 
60. Separating these eight districts from 
the rest of the country, shows that the 
weighted rating for the United States 
outside of eight metropolitan centers is 
69.3, a subhormal figure yet one highly 
gratifying under existing conditions. 

Our primary objective, as explained in 
former issues, has been to gauge the 
prevailing public attitude toward bank- 
ing institutions. At the outset we scrut- 
inize merely editorials bearing on bank- 
ing and kindred subjects, classifying 
each editorial under one of five headings, 
i.e.: 

(1) Editorials distinctly favorable to 
banking institutions—this term used in its 
general rather than its technical sense; 

(2) Those more favorable than otherwise; 

(3) Comments indicating uncertainty of 
editorial attitude or so balanced in their 
effect as to make classification unsatisfac- 
tory; 

(4) Editorials leaning toward hostility; 
and 

(5) Those indicating a distinctly hostile 
attitude or presenting a distortion of fact. 

































*Will doubtless be revised downward when more 
adequate study of Wyoming can be made. 
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It became necessary almost imme- 
diately to place in Group 2 not merely 
editorials containing sentences or para- 
graphs which detracted from their gen- 
erally favorable character, but also many 
containing no adverse flavor. In conse- 
quence, we came gradually to the prac- 
tice of classifying as No. 1 only editorials 
of outstanding strength or revealing an 
unusual effort to combat sentiment hos- 
tile to banking institutions, and to 
classify as No. 2 the normal run of 
favorable comments. 

A further modification of practice re- 
sulted from a growing appreciation of 
the deeper significance of the classifica- 
tions. In this connection, we quote several 
paragraphs from last month’s report: 

“As a general rule, if a man is dis- 
tinctly hostile toward banking institu- 
tions as a group, you can safely class him 
as a radical, politically and socially; if 
he objects to hasty criticism of banking 
institutions and yet points out their 
shortcomings, looking with favor on pro- 
posals of reform, you can safely class 
him as a liberal in his political leanings; 
if he is an outspoken champion of bank- 
ing institutions as a group, the chances 
are that he is a conservative in his polit- 
ical alliances and is strongly opposed to 
socialistic tendencies. 

“Obviously, the editorial attitude of the 
newspaper you read does not necessarily 
reflect your own attitude. In fact, it has 
been demonstrated repeatedly that the 
editorial stand of a newspaper on specific 
questions may be directly counter to that 
of the majority of its readers. 

“Nevertheless, most thoughtful men 
will doubtless concede that readers nat- 
urally drift toward publications which 
reflect views in substantial agreement 
with their own. . 

“Take a radical newspaper as illustra- 
tion. Can it be doubted that a majority 
of its readers are themselves radical? 


“Of course, conservatives are found 
among the readers of radical publica- 
tions, and radicals among the subscribers 
to conservative journals. In either case, 
however, the majority of readers find 
their own sentiments reflected in the 
paper of their choice, because the suc- 
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cess of a newspaper depends largely 
upon the ability of its management to 
gauge the temper of its own public. 

“We are not intimating that the edi- 
tor of a successful paper, in writing on 
any specific subject, attempts to express 
opinions held by the majority of his 
readers; nor do we assume that the aver- 
age reader of a newspaper expects to find 
all editorial expressions in strict har- 
mony with his own views. 

“There is an underlying policy, how- 
ever, which guides each editor who is 
permanently successful, and this same 
underlying policy is reflected in the se- 
lection and treatment of news. It is this 
policy or general attitude which sets the 
‘tone’ and establishes the character of 
a publication. The effect of a modifica- 
tion of policy is apt to show itself quick- 
ly in the circulation figures, and a com- 
plete change usually results in violent 
readjustments.” 

In keeping with this idea, we have in- 
cluded as basis for individual newspaper 
ratings not merely editorials discussing 
banking questions but also editorial com- 
ments which clearly reveal an attitude 
toward fundamental concepts of Ameri- 
canism. The number of such editorials 
included which do not relate to banking 
or kindred subjects is relatively small, 
and none has been included which left 
any doubt as to attitude. 

We have exercised extreme care also 
to distinguish between mere expressions 
of opinion on specific questions and the 
underlying attitude, or policy, of the 
paper. As an extra safeguard against 
being influenced by our previous concep- 
tions as to attitude, it has been our prac- 
tice, whenever possible, to read and class- 
ify each editorial before noting the name 
of the paper in which it appeared. 

As previously explained, the rating of 
each paper is the arithmetic average of 
the ratings of individual editorials from 
that paper, crediting each editorial of 
Group 1 as 100, those in Group 2 as 75, 
in Group 3 as 50, in Group 4 as 25 and 
in Group 5 as zero. 


NOTE: Excerpts from several recent 
newspaper editorials will be found on 
pages 219-220 of this issue. 





NEGLECT OF ADVERTISING VALUES SHOWN BY 
FINANCIAL REPORTS OF TRUST INSTITUTIONS 


URPRISING indifference to the 
S advertising possibilities of finan- 

cial statements, on the part of 
many of the largest trust institutions, is 
indicated by examination of pamphlet 
reports received from 383 such institu- 
tions, showing their condition as of the 
end of June. 

Requests for June 30 statements were 
addressed to all banks and trust com- 
panies credited in the latest edition of 
Rand McNally’s Bankers Directory with 
total resources of $10,000,000 or more 
and listed either there or in Polk’s as 
having trust powers. The number of such 
institutions was 405. 

The analysis presented herewith is 
based merely on formal printed state- 
ments, excluding copies of newspaper 
advertisements containing the figures. 

In condensed form, the findings were 
as follows: 


Listing of Directors and Officers 


Number of banks listing neither 
directors nor officers 

Listed officers but not directors.... 

Listed directors but not officers.... 

Directors listed by name only 

Names of directors with listing of 
business connections 


Listing of Trust Officials 


Number of banks failing to list 
names of trust officials 

Included names and titles of trust 
Officials with general list cover- 
ing all departments 

Trust officials listed separately under 
“Trust Department” heading.... 

Listed members of “Trust Invest- 
ment Committee” 


Mention of Trust Services 


Number of banks enumerating fidu- 
ciary functions 

Listed trust department with names 
of other departments 62 

Pointed out advantages of trust 
services 


No mention of trust services, except 
as implied through listing of 
names of trust officials 

Trust department or some form of 
fiduciary service mentioned, but 
no trust officer shown 


References to Trust Assets 


Number of banks giving total assets 
held in fiduciary capacity (one 
figure or detailed) 

Carried footnote in effect as follows: 
““Above statement does not include 
trust and agency funds” 

Stated that trust assets were held 
separate from all other assets... . 

Included assets held in a fiduciary 
capacity with the figures given in 
general banking statement 
Of the 44 banks giving total assets 

held in fiduciary capacity: 

10 gave trust assets exclusive of cor- 
porate; 23 gave both personal and cor- 
porate trust assets; 11 listed trust 
assets so ambiguously that it was im- 
possible to determine precisely what 
were included in the figures. 

The 33 banks just mentioned reported 
personal trust assets in the aggregate 
amount of $4,162,961,000, and corporate 
trusts, exclusive of stock transfer agent 
and registrar, in the aggregate amount 
of $4,176,185,000. Of these same banks, 
four reported the par value of transfer 
agency and registrar of $1,862,612,000. 
The group of 11 banks whose trust assets 
could not be classified, reported an aggre- 
gate of $384,576,000. 

Among the ambiguous phrases used 
were the following: 

“Trusts under deeds of trust or mort- 
gages to this company as trustee and 
fiduciary trusts.” : 

“As executor, administrator, guardian, 
conservator and trustee, we have charge 
of property in excess of ———————” 

“Trust resources.” 

“Trust estates.” 

“Total funds, trust department.” 

“Trust funds invested and uninvested.” 
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Appraisal of Investments 


Number of banks which stated, 
“Market value of securities ex- 
ceeds value at which carried”.... 

Number which stated, “Market value 
in excess of book value” 

Number using explanatory phrase, 
“Book value” 

Number using phrase, “Market value” 

Number stating that securities were 
carried at less than market value.. 


Federal Deposit Insurance 


Number of banks which made brief 
statements such as “Member Fed- 
eral Deposit Insurance Fund” or 
“Member Temporary Federal De- 
posit Fund” 60 

Number stressing fact that deposit- 
ors were so protected 


Slogans 


In 44 instances slogans were used. 
These included the following: 

“The Bank of Courtesy.” 

“Safety, Courtesy, Promptness.” 

“That Friendly Bank.” 

“The Bank of Service.” 

“Outstanding in Strength, Conserv- 
atism, Stability.” 

“Safety Plus Service.” 

“Growing with the Bronx by Helping 
the Bronx to Grow.” 

“Bank With Security.” 

“Safety and Service for 119 Years.” 

“The Bank of Personal Service.” 

“Safe and Substantial.” 

“An Understanding Bank—Cooperat- 
ing with Customers in These Days of 
Change and Readjustment.” — 

“Your Personal Bank.” 

“A Greenwich Bank for Greenwich 
People.” 

“For Alabama, its Port—and Prog- 
ress.” 

“Building with Chicago Business Since 
1863.” 


Advertising Trust Business 


Among the relatively few instances of 
direct bids for trust business were found 
the following: 

“A voluntary trust, which many clients 
are finding especially helpful, makes pos- 


sible many advantages to a beneficiary, 
both during his lifetime and to his fam- 
ily after his death. The cost of adminis- 
tration is low and there are many other 
advantages of the voluntary trust.” 


“Securities may be kept at the Bank 
which will receive all income thereon and 
credit such receipts to the accounts of 
the owners, thus assuring the prompt 
details on the part of the owners.” 


“In appointing the Trust Com- 
pany as your executor, trustee or to act 
in any other fiduciary capacity, you are 
assured of. qualifications impossible of 
attainment by an individual acting in the 
same capacities.” 


“There are innumerable advantages in 
naming this Bank as your executor and 
trustee, but the principal one is the As- 
surance that your wishes will be carried 
out exactly as you have planned. Shall 
we explain?” 

An attractive lay-out, occupying a 
page of one report, had as a top line: “If 
you want financial protection.” Three 
guide lines extended from this heading 
to three staggered sub-heads, “For 
Yourself,” “For Your Wife” and “For 
Your Children.” Under these appeared: 
“A living trust will give you continued 
protection of steady income,” “A life 
insurance trust will protect her with a 
regular income,” “An up-to-date will 
with trust funds will protect them with 
long-continued income.” In each instance 
an asterisk directed attention to a foot- 
note, set in bold italics: “Our Trust offi- 
cers always are glad to tell you about 
other uses for these Trust Funds.” 


One illustration of the listing of vari- 
ous services offered by the trust depart- 
ment is given: 


“Acts as executor and trustee under wills 
and as Administrator of decedents estates; 
as Guardian of minors and incompetent per- 
sons, and in all fiduciary capacities under 
appointment of the Orphans Court and Court 
of Common Pleas. 

“As trustee under a living trust, invests 
funds under a well balanced investment plan, 
relieving the owner of the details and re- 
sponsibilities of investment and management. 

“Under a custodianship, collects all divi- 
dends and coupons, analyzes investments and 
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recommends purchase or sale. All transac- 
tions subject to approval of owner. 

“Acts as transfer agent and registrar for 
corporations; also, as a custodian of pledged 
collateral and depositary for securities con- 
trolled by reorganization committees. 

“As escrow agent, holds monies or securi- 
ties pending fulfillment of stipulated condi- 
tions.” 


Semi-Political 


Half of the space in one pamphlet is 
devoted to a semi-political presentation 
under the heading, “Sound banking, the 
financial ally of business.” One para- 
graph, after citing that the bank “is 
pleased to cooperate in all legislation 
tending to increase confidence,” expresses 
the opinion that “we are more than ever 
convinced that the interest of the public 
is best served by those conservative in- 
stitutions which maintain their OWN 
high ideals and sound banking policies.” 

Another bank devotes a page to the 
following: “Every legislative regulation 
or statutory control of the banking busi- 
ness affects directly you who are cus- 
tomers of banks. The bank must always 
adjust its operations to the law govern- 
ing it. Every imposition of taxes or costs 
of any kind, placed upon a bank, must 
be paid by those who deal with banks. 
No bank can successfully operate except 
through finding a source of income which 
will pay all outgo. This is true of the 
costs in connection with the Federal De- 
posit Insurance Corporation. It is true 
of all taxes levied against banks. It is 
true of all restrictions which interfere 
with normal income of banks. We call 
your attention to these facts in order 
that you may realize that the promotion 
of political attack upon banks vitally af- 
fects you and your relationship with 
your bank.” 

Unusual Remarks 


Statements or remarks not ordinarily 
found in bank reports were noted in 36 
instances. For example: 

Ari Ohio bank carries a footnote in ex- 
planation of the item of deposits: “This 
includes $765,109.51 of trust moneys on 
deposit in the banking department 
which, under the provisions of the new 
banking law, section 710-165 of the gen- 
eral code of the State of Ohio, is a pre- 
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ferred claim against the assets of the 
bank.” 

Over a list of directors, one bank car- 
ries this statement: “The strength of 
this bank lies not alone in its capital, 
surplus and resources, but in the char- 
acter and financial responsibility of the 
men who conduct its affairs.” 

Another bank devoted a page to a re- 
view of the results obtained for the bank 
and for the city in which it is located by 
a series of radio broadcasts launched al- 
most two years ago. 

The only text matter on one page of a 
financial report was as follows: 

“. . . On the contrary, it is plain sense 
and not a novel conclusion that banking 
is a profession. True accomplishment 
therein, as in all other professions, de- 
mands not only aptitude and energy, but 
a type of ambition which contents itself 
with results achieved, rather than with 
a fortune gained.” 

An unusual note is struck in the fol- 
lowing: 

“Perhaps you have felt a little shy 
about asking this bank for extra service. 
Maybe you have thought that you were 
getting all that you really were entitled 
to get and didn’t feel like asking for 
more. 

“Don’t be that way! The First National 
is here for the sole purpose of giving you 
complete service in every phase of bank- 
ing. Every single department of this mod- 
ern bank is specialized to give better serv- 
ice to the individual or business that needs 
it. 

“Insofar as it is possible, the officers 
and employees of The First National try 
to discover your needs and suggest to you 
how to use the various departments to the 
greatest advantage. But they cannot al- 
ways guess your requirements. 

“If you think that you can get any 
additional use or benefit from any single 
one of the many service sections of The 
First National ... speak right out! Make 
us work for you. That’s why we’re here. 
And we like it!” 


Postal Savings Deposits 


Several banks noted the return of pos- 
tal savings deposits. One of the most 
complete statements in this connection 
was as follows: 


“Owing to prevailing high market 
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prices and low interest yields on short 
term Government securities, we found 
it to our advantage to dispose of the 
securities collateralizing postal savings 
deposits. We, therefore, requested the 
Government to withdraw its postal sav- 
ings deposits which it carried with this 
bank, totaling , and their elimina- 
tion is reflected in this statement.” 





Change in Form of Statement 


A novel arrangement has been adopted 
by one of the large metropolitan banks 
which permits the enumeration of all 
“outside” indebtedness in a lump sum, 
followed by a detail statement of assets, 
and a final entry of the amount left 
which is represented by capital, surplus 
and undivided profits and a capital note. 
The first item is described, “Due In- 
dividuals, Firms, Corporations and 
Banks ”. The assets are broken up 
into 23 separate items, and after each 
item appears its ratio to total resources. 

Another bank carries as a “Sum- 
mary” below its regular statement of 
assets and liabilities, the following 
items: 

“Percentage of total assets to total 
liabilities (except stockholders invest- 
ment which is secondary)—115%.” 

“Percentage of current assets (cash or 
immediately convertible in cash) to total 
liabilities (except stockholders invest- 
ment, which is secondary)—94%.” 

One bank listed two items under “Lia- 
bilities,” as “Public funds” and “Bor- 
rowed money,” and opposite these entries 
set in bold type the word, “None.” 

On the face of another statement ap- 
peared this wording, “An easy-to-read 
and easy-to-understand statement of the 
strength and standing of this bank.” 
One side of the statement was headed, 
“This is what we own—‘Resources’ ”’; 
and on the other side appeared, “This 
is what we are liable for—‘Liabilities’ ”’. 
Some of the individual entries were as 
follows: 

“We have loaned to our customers for 
use in their business and for other legit- 
imate needs ws 








“Through error customers have over- 
drawn their accounts to the extent of 


” 
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“We have agreed to repurchase bonds 
from customers to the extent of ws 

“We have issued letters of credit to 
certain customers whose liability to us 
on this account amounts to ——” 

“Individuals, firms and corporations, 
doing business in Cincinnati and else- 
where, have on deposit with us ——” 

“We have issued to certain customers 
letters of credit on which our liability 
amounts to e 

“The balance over and above our total 
liabilities represents the depositors’ 
margin of safety. It is carried on our 
books as follows: e 











Bank Examinations 


References made to examinations in- 
clude the following: 


“The securities and accounts of the 
Bank are regularly examined and cer- 
tified by public accountants and audi- 
tors employed by the Bank for that pur- 
pose, as well as by the national bank 
examiners of the United States Govern- 
ment.” 

“Subject by law to regular examina- 
tion under supervision of the Comptrol- 
ler of the Currency.” 

“The accounts of the Trust Depart- 
ment are examined twice each calendar 
year by national bank examiners, who 
make a full and detailed report of each 
examination to the Comptroller of the 
Currency.” 

It has not been customary to refer to 
profits in preparing statements of con- 
dition. One bank carried in bold type: 
“Net profits from January 1 to June 
30, computed on an annual basis, ex- 
ceeded 18% of the Bank’s capital.” 


Prominent mention in one instance 
was made of a “Women’s Advisory Com- 
mittee,” the names of eight members be- 
ing listed. 

Sizes of the 383 statements (folded 
for mailing, or single sheets) were as 
follows: 


35% in. x 614 in. (or a shade smaller) 122 
4in.x9144 in. (orashadesmaller) 104 
51% in. x 7144 in. (or a shade smaller) 71 
6% in. x 8% in. (ora shade smaller) 54 
6% in.x 94%, in. (ora shade smaller) 32 








300 LARGEST BANKS WITH TRUST POWERS 


Report Total Banking Resources of More Than 27 Billions, or Gain of 
Almost 9 Per Cent. Since December—List Arranged Geographically 
and by Amount of Banking Resources 





HE 300 largest American banks 

| having trust powers’. reported 
banking resources as of June 30 
aggregating $27,082,068,000, or a gain 
of approximately 8.97 per cent. over the 
amount credited to these same institu- 


tions at the end of 1933. 


Included in the list are all banks and 
trust companies listed either by Rand 
McNally or by Polk in their latest direc- 
tories as having trust powers. Several of 
these banks, although having trust pow- 
ers, are not exercising them. 


Assets shown in the appended lists in 
each instance are as reported to TRUST 
Companies Magazine by the banks them- 
selves; whereas in calculating compari- 
sons by districts the December figures 
were as reported by Rand McNally’s 
Bankers Directory (March edition). In 
a few instances, June 30 figures were not 
available, reports being based on the con- 
dition a few days prior thereto. In one 


case only (as noted), it was necessary to 
use December figures. 

Total banking resources of these banks 
by the usual geographical divisions 
(rather than by Federal Reserve dis- 
tricts), with percentage increases over 
December, were as follows: 


Total % Increase 
Resources over Dec., 
(in thousands) 1933 
New England..... $1,888,282 6.0% 
Middle Atlantic ...13,531,746 8.2 
East North Central 4,089,033 13.4 
West North Central 1,382,829 14.0 
South Atlantic .... 1,299,830 9.9 
East South Central 502,960 5.7 
West South Central 796,060 re 4 
Rocky Mountain .. 224,135 7.5 
POE Sic cnan 3,367,193 6.2 


It should be noted in connection with 
the appended lists that the amount of 
banking resources held by a banking in- 
stitution does not indicate the relative 
amount of trust assets held or the amount 
of fiduciary business transacted. 


New England 


Maine 


Merrill Trust Company, Bangor........... 
Portland National Bank, Portland......... 


Massachusetts 


First National Bank, Boston............. 
National Shawmut Bank, Boston.......... 
Merchants National Bank, Boston......... 
Second National Bank, Boston............ 
State Street Trust Company, Boston...... 
Worcester County National Bank, Worcester..............+.-+: 
New England Trust Company, Boston..... 
Boston Safe Deposit & Trust Company, Boston................ 
Third National Bank & Trust Company, Springfield........... 
National Rockland Bank, Boston.......... 
Newton Trust Company, Newton.......... 
Harvard Trust Company, Cambridge...... 
Springfield National Bank, Springfield..... 
Mechanics National Bank, Worcester...... 
Old Colony Trust Company, Boston........ 
Union Trust Company, Springfield........ 


Rhode Island 


Industrial Trust Company, Providence..... 
Rhode Island Hospital Trust Co., Providence 
Union Trust Company, Providence........ 
Providence National Bank, Providence..... 


Total 
Resources 
Rank (in thousands) 

rer eS re 225 $ 20,842 
(iitckepecenamemena 293 14,813 
iene giana alee 8 694,062 
t+obundenenceeneern 25 202,837 
iigeden Reka cee 69 82,646 
eer Tere eT Te 74 71,847 
ing dee Aaiehabale desl 80 67,797 
133 36,347 

ies an do aah dehy eaten 148 33,319 
153 32,314 

161 31,244 

Jieeus cawedealaeaee 170 29,537 
2409 sa decnwleebabete 244 18,952 
-keeneeeaaseanneaes 250 18,131 
Tree er ee 256 17,744 
ies vikeeethknbedals 269 16,456 
‘itvieneade es 280 15,825 
eT Tre ee ee 296 14,733 
ETT T ee Pe 38 128,829 
PE ee ee 84 64,330 
oenweknenuek meee 210 22,561 
24+ ohndehe neem 291 15,083 
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New England—Continued Total 
Resources 
Connecticut (in thousands) 
Hartford National Bank & Trust Co., Hartford $61,649 
Hartford-Connecticut Trust Company, Hartford 41,827 
Phoenix State Bank & Trust Co., Hartford 32,756 
First National Bank & Trust Co., New Haven 28,995 
Bridgeport-City Trust Company, Bridgeport 22,326 
First National Bank & Trust Co., Bridgeport 19,480 
First National Bank, Hartford 16,355 
Union & New Haven Trust Company, New Haven 14,645 


New York Middle Atlantic 


Chase National Bank, New York City 1,820,539 
Guaranty Trust Company, New York City 1,539,221 
Bankers Trust Company, New York City 927,753 
Central Hanover Bank & Trust Co., New York City 777,915 
Irving Trust Company, New York City 597,405 
Manufacturers Trust Company, New York City 563,433 
First National Bank, New York City 523,789 
Bank of The Manhattan Company, New York City 502,828 
Chemical Bank & Trust Company, New York City 490,277 
New York Trust Company, New York City 325,994 
Corn Exchange Bank Trust Company, New York City 253,984 
Marine Trust Company, Buffalo 170,074 
Bank of New York & Trust Co., New York City 161,963 
Public National Bank & Trust Co., New York City 132,649 
Brooklyn Trust Company, Brooklyn 123,959 
Manufacturers & Traders Trust Co., Buffalo 105,908 


Marine Midland Trust Company, New York City 93,641 
Commercial National Bank & Trust Co., New York City 92,258 
United States Trust Co., New York City 91,175 
First Trust & Deposit Co., Syracuse 66,287 


Empire Trust Company, New York City 64,575 
New York State National Bank, Albany 63,984 
City Bank Farmers Trust Co., New York City 63,021 
Lincoln-Alliance Bank & Trust Co., Rochester 62,872 
Liberty Bank, Buffalo 61,056 
National Commercial Bank & Trust Co.., Albany 58,898 
Title Guarantee & Trust Co., New York City 51,424 
Continental Bank & Trust Co., New York City 47,243 
Fifth Avenue Bank, New York City 47,055 
Union Trust Company, Rochester 46,294 
First Citizens Bank & Trust Co., Utica 44,177 
Rochester Trust & Safe Deposit Co., Rochester 42,628 
Lawyers County Trust Co., New York City 36,803 
Kings County Trust Co., Brooklyn 35,408 
First Trust Company, Albany 35,304 
Security Trust Co., Rochester 34,418 
Syracuse Trust Company, Syracuse 32,806 
Grace National Bank, New York City 29,478 
Manufacturers National Bank, Troy 25,862 
Power City Trust Co., Niagara Falls 25,721 
Sterling National Bank & Trust Co., New York City 24,123 
Fulton Trust Company, New York City 21,375 
Genesee Valley Trust Co., Rochester 19,244 
Central Trust Company, Rochester 17,359 
Schenectady Trust Company, Schenectady 15,834 
New Rochelle Trust Co., New Rochelle 15,418 
Lincoln National Bank & Trust Co., Syracuse 15,298 











New Jersey Rank 
eee Cees Feet Ck. TONNE, 5 oc ovascticecvencvexvcusnees 34 
Howard Savings Institution, Newark...............20+ seccees 59 
Trust Company of New Jersey, Jersey City................05. 75 
Commercial Trust Co. of N. J., Jersey City.............ccceeee 89 
National Newark & Essex Banking Co., Newark............... 125 
First-Mechanics National Bank, Trenton....................6. 126 
New Jersey Title Guarantee & Trust Co., Jersey City.......... 132 
PGE TORE CI, TIOWOEE, «oo. 6.5 on cai hb sc tie sis See plod cai 136 
Passaic National Bank & Trust Co., Passaic..................4. 149 
Hudson County National Bank, Jersey City................... 155 
Paterson Savings Institution, Paterson................eceee0. 160 
Hoboken Bank for Savings, Hoboken............ccsccscseccevece 165 
Hudeon Trust Company, Untom Clie... .cccccccccccscesvcscves 168 
Camden Safe Deposit & Trust Co., Camden.................... 179 
‘PRORCOR TEUR COMBO, DOCMCON 5 5.5 9: 6.55.555:6.5.5.0538. see araineewe 187 
ee > ee ee eee ae 191 
First Camden National Bank & Trust Co., Camden............. 200 
Trenton Banking Company, Trenton.............+.sssseeeeees 202 
Savings Investment & Trust Co., East Orange................. 209 
Merchants & Newark Trust Company, Newark................ 224 
DERE SN RI IIE oo 6 ainin 06:4 elaine svoie's 6s oie sw eo aecie 230 
Broad Street National Bank, Trenton. .....6.00scccvccvcsseseves 233 
Second: Mationnl Basti, PROM. .....ccccccescccscccccceenes 246 
Plainfield Trust Company, Plainfield...............se-eeeee+3 209 
Morris County Savings Bank, Morristown..,.............e.e6. 263 
United States Trust Company, Paterson...............eeeeees 283 
Guarantee Trust Co., Atlantic City......ccccccsccccccccesovee 287 
Peoples Trust Co., Hackensack..............0se0e0. Ts seeeuen 300 

Pennsylvania 
Philadelphia National Bank, Philadelphia..................... 15 
Se Ck, ccc cee eeseastese chess eee eeuasee 18 
The Pennsylvania Company, Philadelphia..................... 23 
Fidelity-Philadelphia Trust Co., Philadelphia.................. 37 
Girard Trust Company, Philadelphia..................eeee0e. 44 
Corn Exchange National Bank & Trust Co., Philadelphia....... 61 
PE SS. Bes On nds cc cics rvcececaveceoudess 62 
Peoples-Pittsburgh Trust Co., Pittsburgh....................4. 63 
Ln er eee rr ee 66 
Wivet Matiomal Fae, Peete. is oo 6c 500.066 suiscccce wareeieee 67 
Real Estate Land Title & Trust Co., Philadelphia.............. 96 
Central-Penn National Bank, Philadelphia.................... 98 
Provident Trust Company, Philadelphia...................008. 100 
Tradesmens National Bank & Trust Co., Philadelphia.......... 112 
Bertier Tees Ch, Fs onc ce ccnisccecceecsss cetdewe 118 
Market Street National Bank, Philadelphia.................... 142 
Miners National Bank, Wilkes-Barre.................-eeeeees 146 
Union National Bank, Pittsburgh................- eirecusaaria 157 
Colonial Trust Company, Pittsburgh. ..........cccccscsccceses 167 
Fidelity Trust Company, Pittsburgh................0.. ceeeees 180 
Second National Bank, Wilkes-Barre.................-eeeeees 239 
Germantown Trust Co., Philadelphia. ...........02.000+ ccccces 241 
Ninth Bank & Trust Co., Philadelphia....................000. 245 
Third National Bank & Trust Co., Scranton................... 253 
Commonwealth Trust Co., Pittsburgh............sessccccceces 257 
City Deposit Bank & Trust Co., Pittsburgh.................... 258 


Bending Trest Comey, BORG... 0c veccccccccevessshesonee 
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Total 
Resources 


(in thousands) 


$143,371 
92,839 
71,439 
62,868 
40,788 
40,248 
36,634 
36,323 
33,068 
32,075 
31,255 
30,937 
30,352 
25,967 
25,504 
24,860 
23,507 
23,111 
22,571 
21,034 
20,048 
19,729 
18,902 
17,378 
17,102 
15,736 
15,365 
14,510 


383,833 
284,705 
230,216 
130,270 
120,592 
91,716 
91,592 
91,499 
88,191 
87,523 
58,420 
57,272 
55,804 
45,578 
48,556 
35,110 
34,087 
31,906 
30,441 
25,927 
19,345 
19,155 
18,940 
17,952 
17,736 
17,555 
16,574 










‘T chometee | 


East North Central 


Illinois 
Continental Illinois National Bank & Trust Company, Chicago. 
First National Bank, Chicago 
Northern Trust Company, Chicago 
Harris Trust & Savings Bank, Chicago 
City National Bank & Trust Co., Chicago 
Chicago Title & Trust Co., Chicago 
American National Bank & Trust Co., Chicago 
National Stock Yards National Bank, National Stock Yards.... 
Live Stock National Bank, Chicago 
Indiana 
Indiana National Bank, Indianapolis 
Union Trust Company, Indianapolis 
Fletcher Trust Company, Indianapolis 
American National Bank, Indianapolis 
Terre Haute First National Bank, Terre Haute 
Michigan 
National Bank of Detroit, Detroit 
Manufacturers National Bank, Detroit 
Bankers Trust Company, Detroit 
Second National Bank & Trust Co., Saginaw 
United Savings Bank, Detroit 
Detroit Trust Company, Detroit 
Ohio 
Cleveland Trust Co., Cleveland 
Central United National Bank, Cleveland 
National City Bank, Cleveland 
Fifth Third Union Trust Company, Cincinnati 
BE rr 
Toledo Trust Company, Toledo 
Central Trust Co., Cincinnati 
Ohio National Bank, Columbus 
Huntington National Bank, Columbus 
Provident Savings Bank & Trust Co., Cincinnati 
Winters National Bank & Trust Co., Dayton 
City National Bank & Trust Co., Columbus 
Union National Bank, Youngstown 
Dollar Savings & Trust Co., Youngstown 
Wisconsin 
First Wisconsin National Bank, Milwaukee 
Marshall & Ilsley Bank, Milwaukee 
Marine National Exchange Bank, Milwaukee 


West North Central 
Iowa 


Iowa-Des Moines National Bank & Trust Co., Des Moines....... 127 

Merchants National Bank, Cedar Rapids 

Davenport Bank & Trust Co., Davenport 

Central National Bank & Trust Co., Des Moines 
Kansas 

First National Bank, Wichita 

Fourth National Bank, Wichita 
Minnesota 

First National Bank & Trust Co., Minneapolis 

First National Bank, St. Paul 

Northwestern National Bank & Trust Co., Minneapolis 

First & American National Bank, Duluth 

American National Bank, St. Paul 


*Dec. 31 figures. 


Total 
Resources 
(in thousands) 
$860,279 
763,435 
240,774 
162,249 

93,551 
31,524* 
22,200 
19,081 
16,016 


68,590 
58,223 
30,760 
23,679 
22,781 


256,161 
74,069 
33,410 
18,709 
15,839 
15,695 


285,396 
120,647 
108,056 
87,299 
68,059 
66,072 
63,439 
54,679 
43,746 
36,324 
21,177 
20,486 
19,593 
18,445 


180,795 
36,636 
31,159 


39,512 
23,976 
16,016 
14,676 


26,415 
17,831 


133,539 
118,230 
112,554 
29,102 
22,370 











Missouri Rank 
First National Bank, St. Louis. .......sescccccccsccccs scccces 26 
Commerce Trust Company, Kansas City............eeeseeeees 40 
Mercantile-Commerce Bank & Trust Co., St. Louis............. 41 
ee Dems St, MO Cs on ccc cin csccccccdsvusenece 50 
Mississippi Valley Trust Co., St. Louis................ ceeeeee 70 
Boatmens National Bank, St. Louis.............e.csces cevcces 129 
Union National Bank, Kansas City.........cccccccccceccccces 201 
City National Bank & Trust Co., Kansas City................. 273 

Nebraska 
OCunmien Mationnl Tnsle, Game. 0600622 cccccsencncansvynences 122 
Dimas URI) TGR OE CURB oe cso. 50:00 :056,0:44 55s 6. ox go aicies 175 
United States National Bank, Omaha..............eeeeeeeees 190 
Wiest Wiational TOG, TAMEOA . 6.6.66 6 55 dc. ie ciowncaggncss 60 4ese%9 252 

—— South Atlantic 
Wilmington Trust Company, Wilmington..................... 114 
Wilmington Savings Fund Society, Wilmington................ 183 
Farmers Bank of the State of Delaware, Wilmington........... 189 

Florida 
Atlantic National Bank, Jacksonville. ......... ..civescsviessigeeecels 141 
Florida National Bank, JACESONUEIE... .....csccsccciscccwvecsec 203 
Barnett National Bank, Jacksonville................e2eeeeeees 218 
UG: SUNNNE GE, BONN. once wndecescccecesdveeuon ¥enewee 289 

Georgia 
First National Bank of Atlanta. ..........cccccccccccsccccces 54 
Citizens & Southern National Bank, Atlanta.................. 72 
Sr UEOED, CURRIE I 5 INR ona. s, 6:0. pr0 05-0 ees eo ibis die ois eee 184 
Trust. Company of Georain, ATIANtE.......sccccccccccesocsies 265 

Maryland 
ae: DRO TE, TI 6 xc ccccesecdcoscvesveddecewes 33 
Maryland Trust Company, Baltimore..................eeeeees 134 
Union Trust Company of Maryland, Baltimore................ 159 
Mercantile Trust Company, Baltimore.................eeeeee. 188 
Equitable Trust Company, Baltimore. ...........cccssccccccce 199 
Baitimore National Bank, Baltimore. ........6.cccccccce coescons 205 
Fidelity Trust Company, Baltimore..................cececees 238 
Safe Deposit & Trust Co., Baltimore.................. ceeceee 272 

Washington, D. C. 
ee: ee ache ecccnhan bene oeeey Mena EeeN 71 
American Security & Trust Company...............cc.ececeee 119 
PE I kidd i neet secs se vasensencceesebie 192 
Waahmeton Loan @& Trust Company. « «oo... 0065 cccccces, c@eenien 220 
National Savings & Trust Company...............2ssescececes 255 
RL PEE SU kde ccdccccadececsonsesneceaseveeane 277 

North Carolina 
Wachovia Bank & Trust Co., Winston-Salem............e.e0.. 95 
American Trust Company, Charlotte...............e.scceecees 150 

South Carolina 
South Carolina National Bank, Charleston.................6.+ 290 

Virginia 
First & Merchants National Bank, Richmond.................. 93 
State-Planters Bank & Trust Co., Richmond............cseceecs 120 
National Bank of Commerce, Norfolk... .......scccsescescsscves 172 
First National Exchange Bank, Roanoke.................+0e. 197 
Seaboard Citizens National Bank, Norfolk.................... 264 

West Virginia 
Charleston National Bank, Charleston. .........cccevsscesseee 204 
Kanawha Valley Bank, Charleston..............esceceeeceeees 226 
Wheeling Dollar Savings & Trust Co., Wheeling............... 229 


First Huntington National Bank, Huntington................. 282 


Total 
Resources 


(in thousands) 


$196,707 
126,881 
125,370 
107,410 
81,189 
37,403 
23,412 
16,064 


42,399 
28,688 
25,040 
18,045 


44,303 
25,844 
25,070 


35,246 
23,047 
21,450 
15,118 


98,772 
74,852 
25,815 
16,872 


155,569 
36,337 
31,431 
25,106 
23,524 
22,782 
19,387 
16,336 


79,668 
43,455 
24,800 
21,397 
17,820 
15,912 


58,891 
33,004 


15,115 


60,197 
42,862 
29,387 
23,836 
17,026 


22,891 
20,742 
20,149 
15,817 









133 





TRYST 
East South Central 


Alabama 
First National Bank, Birmingham 
Birmingham Trust & Savings Co., Birmingham 
First National Bank, Mobile 
First National Bank, Montgomery 
Merchants National Bank, Mobile 
Kentucky 
Citizens Union National Bank, Louisville 
First National Bank, Louisville 
Liberty Bank & Trust Co., Louisville 
Louisville Trust Company, Louisville 
Kentucky Title Trust Co., Louisville 
Tennessee 
Union Planters National Bank & Trust Co., Memphis 
American National Bank, Nashville é 
Hamilton National Bank, Chattanooga 
First National Bank, Memphis 
Fidelity-Bankers Trust Co., Knoxville 
National Bank of Commerce, Memphis 
Hamilton National Bank, Knoxville 
Third National Bank, Nashville 


var West South Central 
Louisiana 


Whitney National Bank, New Orleans 

Hibernia National Bank, New Orleans 

National Bank of Commerce, New Orleans 

First National Bank, Shreveport 

American Bank & Trust Co., New Orleans 
Oklahoma 

First National Bank & Trust Co., Oklahoma City 

First National Bank & Trust Co., Tulsa 

Liberty National Bank, Oklahoma City 
Texas 

First National Bank, Dallas 

Republic National Bank & Trust Co., Dallas 

First National Bank, Houston 


Fort Worth National Bank, Fort Worth 
National Bank of Commerce, Houston 
First National Bank, Fort Worth 
Second National Bank, Houston 


Rocky Mountain 


Idaho 
First Security Bank of Idaho, Boise 
Colorado 


Utah 
Walker Bank & Trust Co., Salt Lake City 
Zion’s Savings Bank & Trust Co., Salt Lake City 
First National Bank, Salt Lake City 


Total 
Resources 
(in thousands) 
$56,751 
22,732 

19,608 
16,479 
16,439 


48,218 
31,196 
22,161 
18,968 
14,711 


47,309 
46,668 
34,468 
30,340 
22,392 
21,918 
17,172 
15,430 


95,295 
35,274 
30,958 
19,955 
19,734 


48,237 
34,205 
14,953 


108,455 
70,558 
50,258 
44,025 - 
38,029 
32,133 
28,038 
27,013 
25,904 
24,295 
20,180 
18,776 
14,785 


18,076 


49,983 
35,968 
25,700 
22,449 
17,187 


24,060 
15,948 
14,764 








TA Nees I 










Total 
Resources 
Rank (in thousands) 










Washington 
First National Bank, Seattle.......... ee rE ae 93,315 
National Bank of Commerce, Seattle............+.+eeeeee---- 118 44,309 
Spokane & Eastern Trust Co., Spokane.............. errr 21,449 
Pacific National Bank, Seattle................ PTC er 21,179 





pO =e rr rere 15,823 










Oregon 
United States National Bank, Portland....................... 64 91,492 
First Mational Dank, Postlamd. 2.2. iccccccccccascsccsccsccces Oe 61,811 









California 

















Bank of America N. T. & S. A., San Francisco....... arg a weieere 3 1,022,067 
Security First National Bank, Los Angeles.......... ee 547,549 
American Trust Co., San Francisco. .........scccceccecscccece 22 231,766 
Wells Fargo Bank & Union Tr. Co., San Francisco........ a 203,648 
Anglo California National Bank, San Francisco................ 27 193,300 
San Francisco Bank, San Francisco.............+++++- egecnie. Cae 166,836 
Crocker First National Bank, San Francisco......... si klergeteie ce Se 128,582 
Bank of California, N. A., San Francisco...........sscseccceee 47 111,849 
Farmers & Merchants National Bank, Los Angeles..... eaicsreunn ea 109,095 
Citizens National Trust & Savings Bank, Los Angeles.......... 538 101,209 
Bank of America, San Francisco... ......cccccccecssions Séasiaie- eee 69,309 
Central Bank, Oakland.......... sia inkhheewse heed ae oe 41,503 
Union Bank & Trust Co., Los Angeles. . peal orecaia ice eakeek ae 32,074 
First National Trust & Savings Bank, San er 22,680 
Capital National Bank, Sacramento........... éeapeedeeeedace ne 19,481 





Title Insurance & Trust Co., Los Angeles............... iets! 16,867 






Numerical Ranking in Order of Total Banking Resources 











1. Chase National Bank, New York 26. First Nat’] Bk. in St. Louis 
2. Guaranty Trust Co., New York 27. Anglo California Nat’] Bk., San Francisco 
3. Bank of America, N. T. & S. A., San Fran. 28. First Wisconsin Nat’l Bk., Milwaukee 
4. Bankers Trust Co., New York 29. Marine Trust Co., of Buffalo 
5. Continental Illinois Nat’] Bk. & Tr. Co., Chicago 30. San Francisco Bk. 
6. Central Hanover Bk. & Tr. Co., New York 
7. First Nat’] Bank, Chicago 31. Harris Tr. & Savings Bk., Chicago 
8. First Natl] Bank, Boston 32. Bank of N. Y. & Tr. Co., New York 
9. Irving Trust Co., New York 33. First Nat’l Bk., Baltimore 
10. Manufacturers Trust Co., New York 34. Fidelity Union Trust Co., Newark 
11. Security First Nat’l Bk., Los Angeles we — es oT, Co, See 
a 36. Public Nat'l Bk. & Tr. Co., New York 
12. First Nat’l Bk., New York ia as ° . ‘ . 
37. Fidelity-Philadelphia Tr. Co., Philadelphia 
13. Bank of the Manhattan Co., New York js 
i. Gaia Se a oe O New York 88. Industrial Trust Co., Providence 
¥ = ¢ erga - 39. Crocker First Nat’] Bk., San Francisco 






15. Philadelphia Nat’l Bk., Philadelphia 
16. New York Trust Co., New York 





40. Commerce Tr. Co., Kansas City 













#2. Cleveland Trust Co., Cleveland 41. Mercantile-Commerce Bk. & Tr. Co., St. Louis 
18. Union Trust Co., Pittsburgh 
- s 42. Brooklyn Trust Co., Brooklyn, N. Y. 
19. National Bank of Detroit a i 
20. Corn Exch. Bk. Tr. Co. N York 43. Central United Nat’l Bk., Cleveland 
ie a oe 44. Girard Trust Co., Philadephia 
21. Northern Trust Company, Chicago 45. First Nat’l Bk. of St. Paul 
22. American Trust Co., San Francisco 46. Northwestern Nat’l Bk. & Tr. Co., Minneapolis 
23. Pennsylvania Co., Philadelphia 47. Bank of California N. A., San Francisco 
24. Wells Fargo Bk. & Union Tr. Co., San 48. Farmers & Merchants Nat’l Bk., Los Angeles 
Francisco 49. National City Bk., Cleveland 






- Nat’] Shawmut Bk., Boston 50. First National Bank, Kansas City 





TBs DP 


. Manufacturers & Traders Tr. Co., Buffalo 


2. First Nat’l Bk., Dallas 


. Citizens Nat'l Tr. & Savings Bank of Los 
Angeles 

. First Nat’l Bank, Atlanta 

. Whitney National Bank, New Orleans 

. Marine Midland Tr. Co., New York 

. City Nat’] Bk. & Tr. Co., Chicago 

. First Nat’l Bank, Seattle 

. Howard Savings Institution, Newark 

. Commercial Nat’! Bk. & Tr. Co., New York 


. Corn Exchange Nat’l Bk. & Tr. Co., Phila. 
. First Nat’] Bank, Pittsburgh 

. Peoples-Pittsburgh Tr. Co., Pittsburgh 

. United States Nat’l Bk., Portland, Ore. 

. United States Trust Co., New York 

. First Nat’l Bank, Scranton 
. First Nat'l Bank, Phila. 

. Fifth Third Union Tr. Co., 
. Merchants Nat’l] Bk., Boston 
. Mississippi Valley Trust Co., St. Louis 


Cincinnati 


. Riggs Nat’l Bk., Washington, D. C. 

. Citizens & Southern Nat’l Bk., Atlanta 
. Manufacturers Nat’l Bk., Detroit 

. Second Nat’] Bank, Boston 

. Trust Co. of New Jersey, Jersey City 
. Republic Nat’! Bk. & Trust Co., Dallas 

. Bank of America, San Francisco 

. Indiana National Bank, Indianapolis 

. First Nat’l Bk., Cincinnati 

. State Street Trust Co., Boston 


. First Trust & Deposit Co., Syracuse 

. Toledo Trust Co., Toledo 

. Empire Trust Co., New York 

. Rhode Island Hospital Tr. Co., Providence 
. New York State National Bank, Albany 

. Central Trust Co., Cincinnati 

. City Bank Farmers Tr. Co., New York 

. Lincoln-Alliance Bk. & Tr. Co., Rochester 
. Commercial Tr. Co., of N. J., Jersey City 
. First Nat’l Bk., Portland, Ore. 


. Hartford Nat’l Bk. & Tr. Co., Hartford 

. Liberty Bank, Buffalo 

. First & Merchants Nat’] Bk., Richmond 

. National Commercial Bk. & Tr. Co., Albany 

. Wachovia Bk. & Tr. Co., Winston-Salem, N. C. 
. Real Estate Land Title & Tr. Co., Phila. 

. Union Trust Co., Indianapolis 

. Central-Penn National Bk., Phila. 

. First Nat'l Bk., Birmingham 

Provident Trust Co., Phila. 


Ohio National Bank, Columbus 

. Title Guarantee & Tr. Co., New York 

First Nat’] Bank, Houston 

. First Nat’l Bank, Denver 

First Nat'l Bk. & Tr. Co., Okla. City 

Citizens Union National Bk., Louisville, Ky. 

. Union Planters Nat’l Bk. & Trust Co., Memphis 
. Continental Bk. & Tr. Co., New York 

. Fifth Avenue Bank, New York 

. American National Bk., Nashville 


- Union Trust Co., Rochester 
. Tradesmens Nat’l Bk. & Tr. Co., Phila. 
. National Bk. of Commerce, Seattle 


114. 
115. 
116. 
117. 
118. 
119. 
120. 


121. 
122. 
123. 
124. 
125. 


126. 
127. 
128. 
129. 
130. 


131. 
132. 
133. 
134. 
135. 
136. 
137. 
138. 
139. 
140. 


141. 
142. 
143. 
144, 
145. 
146. 
147. 
148. 
149. 
150. 


151. 
152. 
153. 
154. 
155. 
156. 
157. 
158. 
159. 
160. 


161. 
162. 
163. 
164. 
165. 
166. 
167. 
168. 
169. 
170. 


171. 
172. 
173. 
174. 
175. 


Wilmington Trust Co., Wilmington, Del. 

First Citizens Bk. & Tr. Co., Utica 

So. Texas Com’l, Nat’l Bk., Houston 
Huntington Nat’l Bk., Columbus 

Integrity Trust Co., Phila. 

American Security & Tr. Co., Washington, D. C. 
State-Planters Bk. & Tr. Co., Richmond 


Rochester Tr. & Safe Deposit Co., Rochester 
Omaha Nat’l Bank, Omaha 
Hartford-Conn. Tr. Co., Hartford 
Central Bank, Oakland, Calif. 

Nat’] Newark & Essex Banking Co., 
MM. de 

First-Mechanics National Bk., .Trenton, N. J. 
Iowa-Des Moines Nat’] Bk. & Tr. Co. 

Fort Worth Nat’] Bk., Fort Worth 
Boatmen’s Nat’l Bk., St. Louis 

Lawyers County Tr. Co., New York 


Newark, 


Marshall & Ilsley Bk., Milwaukee 

N. J. Title Guar. & Tr. Co., Jersey City 
Worcester Co. Nat’l Bk., Worcester, Mass. 
Maryland Trust Co., Baltimore 

Provident Savings Bk. & Tr. Co., Cincinnati 
Federal Trust Co., Newark, N. J. 

Colorado Nat’l Bk., Denver 

Kings County Tr. Co., Brooklyn, N. Y. 
First Trust Co., Albany 

Hibernia Nat’l Bk., New Orleans 


Atlantic Nat’l Bk., Jacksonville 
Market St. Nat’l Bk., Phila. 
Hamilton Nat’l Bk., Chattanooga 
Security Trust Co., Rochester 
First Nat’l] Bk. & Tr. Co., Tulsa 
Miners Nat’l Bk., Wilkes-Barre, 
Bankers Trust Co., Detroit 

New England Trust Co., Boston 
Passaic Nat’] Bk. & Tr. Co., Passaic, N J. 
American Tr. Co., Charlotte, N. C. 


Pa. 


Syracuse Trust Co., Syracuse, N. Y. 

Phoenix State Bk. & Tr. Co., Hartford, Conn. 
Boston Safe Dep. & Tr. Co., Boston 

Nat’! Bk. of Commerce, Houston 

Hudson County Nat’l Bk., Jersey City 

Union Bank & Tr. Co., Los Angeles 

Union National Bank, Pittsburgh 

Chicago Title & Trust Co., Chicago 

Union Tr. Co., of Maryland, Baltimore 
Paterson Savings Inst., Paterson, N. J. 


Third National Bk. & Tr. Co., Springfield, Mass. 
First Nat’l Bk., Louisville 

Marine Nat’l Exchange Bk., Milwaukee 

Nat’l Bk. of Commerce, New Orleans 

Hoboken Bk. For Savings, Hoboken, N. J. 
Fletcher Trust Co., Indianapolis 

Colonial Trust Co., Pittsburgh 

Hudson Trust Co., Union City, N. J. 

First Nat’l Bk., Memphis 

Nat’l Rockland Bk., Boston 


Grace Nat’l Bank, New York 

Nat’l Bk. of Commerce, Norfolk 

First & American Nat’l Bk., Duluth 
First Nat’] Bk. & Tr. Co., New Haven 
First Nat’l Bank, Omaha 





. Winters National Bk. & Tr. 


TBictitz a [' 


. First Nat’l Bank, Fort Worth 

- Second National Bank, Houston 

. First Nat’l Bk., Wichita, Kas. 

. Camden Safe Dep. & Tr. Co., Camden 
. Fidelity Tr. Co., Pittsburgh 


. Frost Nat’l Bk., San Antonio 

. Manufacturers Nat’! Bk., Troy, N. Y. 

. Wilmington Sav. Fund Soc., Wilmington, Del. 
. Fulton Nat’l Bk., Atlanta 

. Power City Tr. Co., Niagara Falls 

. Denver Nat’l Bk., Denver 

. Trenton Trust Co., Trenton 

. Mercantile Trust Co., Baltimore 

. Farmers Bank, Dover, Del. 

. United States National Bank, Omaha 


. First Nat’l Bank, Jersey City 

. Nat’l Metropolitan Bk., Washington, D. C. 
. Union National Bank, Houston 

. Sterling Nat’l] Bk. & Tr. Co., New York 

. Walker Bk. & Tr. Co., Salt Lake City 

. Merchants Nat’l Bk., Cedar Rapids, Ia. 

. First Nat’l Exchange Bk., Roanoke, Va. 

. American National Bank, Indianapolis 

. Equitable Trust Co., Baltimore 


. First Camden Nat’l Bk. & Tr. Co., Camden, N.J. 


- Union Nat’l Bk., Kansas City, Mo. 

. Trenton Banking Co., Trenton 

. Florida Nat’l Bk., Jacksonville 

. Charleston Nat’] Bk., Charleston, W. Va. 
. Baltimore Nat’] Bk., Baltimore 


. Terre Haute First Nat’l Bk., Terre Haute, Ind. 


. Birmingham Tr. & Sav. Co., Birmingham 
. First Nat’] Trust & Sav. Bk., San Diego 


. Sav. Investment & Tr. Co., East Orange, N. J. 


. Union Trust Co., Providence 


. United States Nat’l Bk., Denver 

. Fidelity-Bankers Trust Co., Knoxville 
. American Nat’l Bank, St. Paul 

. Bridgeport-City Tr. Co., Bridgeport, Conn. 
. American Nat’l Bk. & Tr. Co., Chicago 

. Liberty Bank & Trust Co., Louisville 

. Nat’l BK. of Commerce, Memphis 

. Barnett Nat’l Bk., Jacksonville 

. Spokane & Eastern Trust Co., Spokane, 


- Fulton Trust Co., New York 

- Pacific Nat’] Bk., Seattle 

Co., Dayton 

. Merchants & Newark Tr. Co., Newark, N. J. 
. Merrill Trust Co., Bangor, Me. 

. Kanawha Valley Bk., Charleston, W. Va. 

. City Nat’] Bk. & Tr. Co., Columbus 

. Mercantile Nat’l Bank, Dallas 

. Wheeling Dollar Savings & Tr. Co., Wheeling 
. National State Bk., Newark, N. J. 


. First Nat’] Bank, Shreveport 

. American Bk. & Tr. Co., New Orleans 

. Broad Street Nat'l] Bk., Trenton 

. First Nat’l Bank, Mobile 

- Union Nat’l Bk., Youngstown 

Capital Nat’l Bk., Sacramento 

First Nat’] Bk. & Tr. Co., Bridgeport, Conn. 


Wash. 
. Washington Loan & Tr. Co., Washington, D. C. 


238. 
239. 
240. 


241. 

242. 

243. 
. Newton Trust Co., Newton, Mass. 
. Ninth Bk. & Tr. Co., Phila. 
. Second Nat’l Bank, Paterson, 
. Dallas Bk. & Tr. Co., Dallas 
. Second Nat’l Bk. & Tr. Co., Saginaw, Mich. 
. Dollar Savings & Tr. Co., Youngstown 
. Harvard Trust Co., Cambridge, Mass. 


Fidelity Trust Co., Baltimore 
Second Nat’l Bk., Wilkes-Barre, Pa. 
Genesee Valley Tr. Co., Rochester 


Germantown Trust Co., Phila. 


Nat’l Stock Yards Nat’l Bk., Nat’l City, Ill. 
Louisville Trust Co., Louisville, Ky. 


N. J. 


. First Security Bk. of Idaho, Boise 

. First Nat’l Bk., Lincoln, Neb. 

. Third Nat’l Bk. & Tr. Co., Scranton, Pa. 
. Fourth Nat’l Bank, Wichita 

. Nat’l Sav. & Tr. Co., Washington, D. C. 
. Springfield Nat’l Bk., Springfield, Mass. 
. Commonwealth Tr. Co., Pittsburgh 

. City Deposit Bk. & Tr. Co., Pittsburgh 

. Plainfield Trust Co., Plainfield, N. J. 

. Central Trust Co., Rochester 


. International Trust Co., Denver 

. Hamilton Nat’l Bk., Knoxville 

. Morris County Sav. Bk., Morristown, N. J. 
. Seaboard Citizens Nat’l Bk., Norfolk 

. Trust Company of Georgia, Atlanta 

. Title Insurance & Tr. Co., Los Angeles 

. Reading Trust Co., Reading, Pa. 

. First Nat’] Bank, Montgomery, Ala. 

. Mechanics Nat’] Bk., Worcester, Mass. 

. Merchants Nat’l Bk., Mobile 


. First Nat’l Bk., Hartford 

. Safe Deposit & Tr. Co., Baltimore 

. City Nat’l Bk. & Tr. Co., Kansas City, Mo. 
. Live Stock Nat’l Bk., Chicago 

. Davenport Bank & Tr. Co., Davenport, Ia. 


5. Zion’s Sav. Bk. & Tr. Co., Salt Lake City 


. Hamilton Nat’l Bk., Washington, D. C. 
. United Savings Bank, Detroit 

. Schenectady Trust Co., 
. Old Colony Trust Co., Boston 


New York 


. Nat’l Bk. of Tacoma, Wash. 

. First Huntington Nat’l Bk., Huntington, W. Va. 
. United States Tr. Co., Paterson 

. Detroit Trust Co., Detroit 

. Third Nat’l Bank, Nashville 

. New Rochelle Tr. Co., New Rochelle, N. Y. 

. Guarantee Tr. Co., Atlantic City, N. J. 


8. Lincoln Nat’l Bk. & Tr. Co., Syracuse, N. Y. 
. First National Bk., Tampa, Fla. 
. South Carolina Nat’l Bk., Charleston, S. C. 


. Providence National Bk., Providence 
. Liberty Nat’l Bank, Oklahoma City 
. Portland Nat’l Bank, Portland, Me. 


. Nat’l Bk. of Commerce, San Antonio 


. First Nat’l Bank, Salt Lake City 

. Union Trust Co., Springfield, Mass. 

. Kentucky Title Tr. Co., Louisville 

. Central Nat’i Bk. & Tr. Co., Des Moines 

. Union & New Haven Tr. Co., New Haven, Conn. 
. Peoples Trust Co., Hackensack, N. J. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. . sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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NEW OPPORTUNITIES FOR PROFITABLE SERVICE 


NOTABLY BENEFICIAL TO INVESTING PUBLIC 


Pioneer in Corporate Reorganization Work Sees Important Increase in 
Business of Trust Companies as Result of New Bankruptcy Law 


HE new law for the reorganiza- 
tion of debtor companies that 
find their present burden intoler- 


able opens a new world of business to 
the trust companies of the United States. 


Our trust companies have been singu- 
larly remiss in overlooking the oppor- 
tunities that presented themselves in re- 
organization and salvage work. Twenty 
years ago I published two articles urg- 
ing our trust companies to undertake 
this reorganization work in a way in 
which they could render real service. 
The then Editor of TrRusT Companies, 
made a strenuous personal effort to get 
the trust companies of this country to 
become interested in taking up the work. 
Lack of expert knowledge and the fear 
of responsibilities that they did not un- 
derstand prevented them from taking ad- 
vantage of a situation wherein they 
could have rendered really valuable serv- 
ice to business and made a handsome 
recompense for themselves for supply- 
ing that service. 


The present law practically forces this 
business on our trust companies because 
there is no other agency able to do the 
things that are called for in the opera- 
tion of the new law for the rehabilita- 
tion of embarrassed debtors. 


Judges Have Broad Powers 


The new law especially provides that 
the judges of the District Courts of the 
United States administering it shall ap- 
portion their appointments of receivers 
and trustees among persons, firms and 
corporations who are eligible so as to 
prevent any person or corporation from 
having a monopoly on the business of 
such receiverships or trusteeships. This 


provision of the law was written into it: 
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to relieve a situation created here in 
New York by a monopoly of such busi- 
ness by a single trust company. 


While in times past our trust com- 
panies have practically monopolized the 
business of trusteeships under mort- 
gages and deeds of trust, and have acted 
as depositary for protective committees 
under protective agreements, the services 
they have rendered have often been noth- 
ing more than mere clerkship and the 
pay has been nominal. 


Under the new law the Judges of the 
U. S. District Courts assume control 
over these protective committees and 
protective agreements and may disre- 
gard any provision in a depositary agree- 
ment or even in a trust indenture. The 
Judge may disregard the authority given 
in the protective agreement by the sign- 
ers of the agreements, and he may enforce 
accountings against depositaries and com- 
mittees and even restrain the exercise of 
powers granted to them under the agree- 
ments. This is an extraordinary grant- 
ing of power to those District Courts, 
but was required because of the fre- 
quent abuses by protective committees 
of the powers granted to them and by 
their disregard of the rights of the very 
security holders that they were supposed 
to protect and represent. This power 
makes it possible for the judges in these 
reorganization propositions to remove 
members of protective committees and 
to suspend existing trustees and appoint 
new or superceding trustees. Even for 
mortgages and trust deeds securing bond 
issues. The general result of the new law 
all along the line is to put receivers, 
trustees, protective committees and de- 
positaries on their good behavior, and 
secure for the unfortunate investor a 
degree of protection he never got before. 
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Probable Attitude on Appointments 


The courts in exercising their appoint- 
ing powers under this new law will more 
and more frequently name trust com- 
panies as trustees and instruments for 
carrying out these reorganization plans 
because there is no other institution in 
the United States today that is able 
to furnish the services that the new law 
requires of the trustees and receivers to 
be appointed. 


It seems probable that as experience 
shows the way, the courts will gradually 
come to the habit of appointing co- 
trustees and coreceivers, one of whom 
will be a natural person and the other a 
trust company. An important point in 
the new law is that the statutes of limi- 
tations are suspended against the debtor 
company while the reorganization is in 
process and so reorganizations will not 
be under that pressure as heretofore. 


The court’s appointments are in the 
first instance always temporary, and, fol- 
lowing the bankruptcy practice, hearings 


will be held within thirty days on the 
trusteeship in order to give the security 
holders, creditors and claimants a chance 
to be heard. But after the hearing, the 
appointments may become permanent and 
the reorganization proceed. 


The title of trustee given to those 
appointed under the new law cannot be 
misleading because they are specifically 
given the same powers as an equity re- 
ceiver and they are expected to act in 
the same way. 


There is no other agency outside of 
our trust companies that is able to fur- 
nish the place for filing of claims and 
the deposit of securities which the new 
Act calls for. 


Financing Made Easier 


An important provision in the new 
law authorizes the appointed trustees to 
issue trustee’s or receiver’s certificates 
for cash to carry on the business which 
is being reorganized, and makes it easier 
to finance the operation of the companies 
in reorganization than has heretofore 


been possible. And here again the trust. 
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company is better able to function than 
any individual. 


The new day in reorganization becomes 
apparent when the provision is noted 
which requires the trustees to file full 
schedules and complete statements of 
such other information as may be neces- 
sary to disclose the truth about the 
debtor’s business. The reason given is the 
necessity for this information in order 
to show the fairness of any proposed 
plan of reorganization. The trustees un- 
der the new law are always required to 
make complete lists of bondholders, credi- 
tors, and claimants against the property 
and the amount of their claims. They 
are required to furnish complete lists 
of stockholders and all: these lists are 
to be kept available during business 
hours and to be open to inspection of 
stockholders or creditors interested in 
the property. 


Plainly, there is no place equal to a 
trust company for the filing of such lists 
where they may be so conveniently kept 
open for inspection. 


In carrying out the proposed reorgan- 
ization plans the law provides that the 
property of the debtor company may be 
transferred to a new company or new 
companies which may be organized to 
carry out the reorganization plan, and 
clearly there is no one so well prepared 
to accept the deposit of old securities 
and take care of the creation and issu- 
ance of new securities as a trust com- 
pany. 


No matter how fine the reputation of 
an individual may be he cannot have the 
confidence of the persons interested in 
the property as can a well-known trust 
company with its established business 
and reputation, and its known financial 
responsibility. 


The new law calls for a tremendous 
amount of escrow holding of deeds, 
proofs of claims, certificates of stock, 
bonds, assignments of claims and the 
gathering together in one place of the 
claims against an old company and the 
payment therefor with the securities of 
a new. No individual could possibly act 
in these matters in competition with the 

















trust companies which are prepared to 
hold these escrow papers and to make 
the final clearances and settlements for 
which the successful completion of the 
plan calls. If individuals are appointed 
they would be compelled to use some 
bank or trust company for this service 
anyway. 


The new law calls for an amount of 
publicity and advertising the like of 
which has never before been required 
and calls for a meeting place of claim- 
ants and creditors or security holders. 
Certainly there is no better place for 
such meetings to be held than at the 
headquarters of some trust company. Be- 
cause the trust companies do not see 
this opportunity these meetings are now 
being held in the District Court rooms. 


Indirectly the local advertising called 
for under the new law will give the trust 
companies concerned an immense amount 
of free advertising. 


Reorganization Expenses As Prior Liens 


There is one very important provision 
in the new law of which the trust com- 
panies should take particular notice, and 
that is that the trust companies no longer 
need to look for their compensation to 
protective committees or to the securi- 
ties deposited. The judges now are au- 
thorized to determine the value of the 
services rendered by the trust companies 
who act as trustees or receivers and who 
handle the escrow work of depositaries 
and to order the compensation paid out 
of the assets of the debtor company un- 
der reorganization. In other words, the 
trust companies handling this new busi- 
ness are assured of being paid by the 
court as if the services they rendered 
were taxed as part of court costs. 


Now our trust companies may con- 
tinue to act as clerks and get the treat- 
ment and pay of clerks or they can go 
into the business of reorganization as 
principals, take the lead in this work and 
become experts and get the consideration 
and pay that is due to experts. 


It should hardly be necessary to call 
attention to the fact that the cost of sal- 
vage is ahead of all other claims against 
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the property saved and this fact is rec- 
ognized in the new law by the authority 
granted to issue trustee’s or receiver’s 
certificates mentioned above which are 
a first lien on all the assets of the debtor, 
and so the trust company that takes up 
this reorganization work now will be 
protected in its advances to debtors 
which are being put through reorganiza- 
tion in the same way that they are now 
protected in their advances to decedent’s 
estates. Trust companies heretofore 
could not see how to protect themselves 
for the necessary advances of money to 
put through reorganizations and this 
was one of the reasons why they hesi- 
tated to take up the work. The new law 
effectually disposes of that danger and 
makes perfectly safe almost any and 
every advance necessary to carry out a re- 
organization plan. It provides even that 
the reasonable expenses of the protective 
committees and of their attorneys and 
employees shall be paid out of the assets 
of the company being reorganized by the 
court. It is always the judge of the Dis- 
trict Court who is the one who decides 
the value of the services rendered and 
orders the payment in accordance with 
what he deems the value of the services 
to be. 


Important Exemptions Granted 


The new law has made a special effort 
to lighten the burdens of reorganization 
by suspending the operation of the Rev- 
enue Act and providing that it does not 
apply to any of the conveyances that 
are necessary to carry out these reorgan- 
ization plans nor to the issuance or trans- 
fer of such securities as are necessary 
to make any plan of reorganization per- 
fect. All securities issued in carrying 
out reorganization plans under the new 
law and the certificates of deposit is- 
sued by the depositary under the pro- 
tective agreements, are exempt from the 
provisions of the Security Act except 
those that refer to fraud and deceit and 
the attempt to secure money by false 
pretenses. 


It has been an economic crime to per- 
mit the reorganization of our business 
failures in such an uneconomic way as 
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prevailed in the past, with its unneces- 
sary loss to investors and damages to 
the credit and prestige of business. But 
the new law protects investors from any 
forced sales and makes it possible for 
them to hold their interest in the busi- 
ness and to benefit from the recovery of 
values that come with reorganization. 
There will be no more of these forced 
sales for the benefit of financial wolves 
where the bondholders get a few cents 
on the dollar and the other claimants 
and creditors get nothing. 


In the past our trust companies have 
done little beyond offering a place where 
the securities of protective and reorgan- 
ization committees could be deposited 
and the assistance of a secretary who 
kept a record of the securities deposited 
and of the futile attempts of a commit- 
tee, usually made up of men with no per- 
sonal interest in the property or if they 
have a personal interest with their judg- 
ment warped by their ownership and in- 
terest in the securities they are trying 
to protect. The failure of the earlier 
methods of reorganization was demon- 
strated by the despair of the investors 
and their unwillingness even to deposit 
their securities with so-called protective 
committees. There has been more litiga- 
tion over protective committees that have 
failed to protect, and reorganization 
plans dictated by the sellers of the securi- 
ties and devised for the purpose of pro- 
tecting those who offered the securities 
for sale from the claims of those to 
whom they were sold during the past 
four years than in all the history of the 
country before 1930. Investors had 
come to the place where they made no 
effort to save their money because they 
felt that effort was useless. 


Service of Public and Private Value 


And so the new law offers our trust 
companies a real chance to be of benefit 
to investors, by offering them expert 
advice, unharassed by worry over pros- 
pective loss and uncolored by personal 
interest—advice based on a full knowl- 
edge of the character of the business and 
its problems, of production and distribu- 
tion, and what is probably more im- 
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portant than all, acquaintance with the 
actual work of the various devices and 
schemes of reorganization and their rela- 
tive success under varying conditions. 


Particularly are our trust companies 
equipped to furnish the investors in 
these reorganization, expert financial 
advice regarding capitalization and its 
proper apportionment in various classes 
of securities so as to secure for the re- 
organized business the lowest fixed 
charge possible. The new law will be of 
great benefit at this point, as it makes 
it possible to distribute the new securi- 
ties directly to the old investors and 
does not require some sale to the pub- 
lic at more or less of a discount, in 
order to take care of the minority. The 
objecting minority is now required to 
accept their proportionate share of the 
new securities and the majority are no 
longer forced to make good the discounts 
that formerly were necessary in order to 
raise the cash with which to buy off the 
minority. 


The basis of business success is credit, 
and the basis of credit is confidence, and 
so having worked out equitable and sound 
reorganizations you have only to show 
your own confidence in them by backing 
them financially in order to secure the 
confidence and support of those others 
who are interested in the properties, and 
of the investing public besides. 


For many years I have urged the trust 
companies of the country to take up re- 
organization, because it is a line of work 
so properly that of a trust company; but 
the fear of hazard in backing these re- 
organization plans financially has kept 
them from doing it. The reason for that 
fear has been removed by this new law. 
In assisting in the reorganization of 
debtor companies that are seeking re- 
habilitation for the benefit of investors, 
they will not only secure for themselves 
the profits that come from salvage, but 
will have the satisfaction of building up 
a great army of clients and customers 
who have been saved from ruinous loss. 

The investor who comes to you to save 
his money, will stay to do his banking, 
and finally leave his estate to you to 
administer! 




















FIDUCIARY COURSE—ARTICLE 3 


Private, Living or Voluntary Trusts 


By R. R. BIXBY 


URING the latter part of 1929 and the following years of financial 
depression thousands of persons who, prior to 1929, could have 


established private trusts which would have assured them and their 

dependents of the comforts of life, have today lost practically their entire 
resources and many of them are in actual want. 

Doubtless numbers of those persons did not know the facts regarding 


the use of private trusts for the purpose of protecting at least a sufficient 
amount of their estate against financial disaster to assure their in- 


dependence. 


The possible use of private trusts in business and all estate plans is of 
such importance that every property owner should know about them. Every 
person who advises others in any way regarding financial matters should 
possess a good working knowledge of private trusts. 

The value of such trusts is emphasized by the present high death duties 
placed upon decedent estates, and those who inherit or benefit therefrom, 
by Federal and State laws and the present high Federal and State income 


taxes. 


Section No. 1 
Trusts Under Private Agreement 


In this discussion of private trusts we 
shall confine our comments exclusively to 
those trusts created by written agree- 
ment between the maker and a corpora- 
tion as trustee. Trusts which are passive, 
constructive, resulting, implied, etc., will 
not be touched upon. Trusts under which 
a corporation acts as trustee for the pur- 
pose of holding title to property and is- 
suing bonds, will be discussed in a sub- 
sequent article. 

Reading matter in “Trust Functions 
Simplified” regarding private trusts will 
be found on pages 48-68. Definitions and 
explanatory statements are given rela- 
tive to the following: 


Private Trusts. 

Declaration of Trust. 

Parties to a Trust. 

Trust Property. 

Duration of Trusts. 

Charitable Trusts. 

Accumulation of Income. 

Purposes of Trusts. 
; Desirability of Corporation as Trus- 
ee. 
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Advantages of a Private Trust over a 
Testamentary Trust. 

Private Trusts at the Time of the Death 
of the Maker. 

Transfer of Title of Trust Property 
from Maker of Trust to Trustee. 

Preparation of Declaration of Trust. 

Composite Declaration of Trust. 


Private Trust 


A private trust is an obligation arising 
out of a personal confidence reposed in 
and voluntarily accepted by one for the 
benefit of another and created to take 
effect during the lifetime of the maker, 
who is usually referred to as the grantor, 
trustor, creator, donor, or settlor. 

The essentials of a private trust are: 


A creator. 

A trustee. 

One or more beneficiaries. 

Trust property. 

A declaration of trust or trust 
agreement. 
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Objectives Accomplished 


It would be impracticable to attempt to 
set forth all of the various reasons why 
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owners of property create trusts to take 
effect during their lifetime. 

A private trust is so elastic that it 
may be formed to meet almost any pos- 
sible combination of conditions which 
may be advantageous to the estate owner 
who desires to conserve for the benefit 
of his beneficiaries the largest net estate 
possible. 

By the use of a private trust the estate 
owner may secure for himself the full 
cooperation of capable men, thoroughly 
experienced in the handling of all kinds 
of estate problems, to assist him with the 
problems of his own particular estate. 
The man who establishes a private trust 
with a portion of his property early in the 
years he devotes to creating his estate, 
not only will secure the advice of ex- 
perienced trustees in the administration 
of the trust property but by observing 
the operation of the trust he will secure 
helpful pointers, which will be of value 
to him in the handling of his property 
which still remains outside the trust. 

At the time of the death of the maker 
of the trust that property which forms 
the corpus of the trust is not subjected 
to the cost or delay caused by probate 
proceedings. 

By the use of private trusts it is pos- 
sible to subject the transfer of property 
to the lowest possible tax liability. 

Any objective desired regarding the 
administration of an estate and its ulti- 
mate distribution which is not contrary 
to law or against public policy can be ac- 
complished by the use of private trusts. 

Private trusts give the estate owner 
and his beneficiaries the highest degree 
of safety available at the lowest cost. 


Consult Trust Officer 


Every owner of property who has de- 
pendents or others whom he wishes to 
share his estate eventually, should ar- 
range to have a talk with a trust official 
experienced in estate management. He 
should tell that man what his actual sit- 
uation is today, what he wants eventually 
to accomplish for his dependents, both 
during his lifetime and thereafter. He 
should ask the trust official to tell him 
how best he can obtain these results with 
the greatest safety. 
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No man who owns property who today 
is not thoroughly familiar with the ad- 
vantages and disadvantages of private 
trusts should delay getting accurate in- 
formation on the subject. That knowl- 
edge may be very useful in the creation 
and the conservation of his estate. 

There are several important collateral 
advantages of private trusts which will 
be explained upon request by any com- 
petent trust department official. 

We believe that all estate owners who 
are giving serious consideration to es- 
tablishing private trusts will find Sec- 
tion No. 2 of this article suggestive. 


Section No. 2 
For the Trust Department 


Rules to Observe Prior to Acceptance of 
Trusteeship Under Terms of Private Trusts 


From the standpoint of operations and 
administration, the trust department is 
not interested primarily in the reasons 
why a trust is created, or the advan- 
tages gained by the parties in interest 
by creating a private trust. What the 
trust department is vitally interested in, 
however, is to know that the creator of 
the trust, usually referred to as “Trus- 
tor” or “Grantor,” is legally competent 
to create the trust, owns the property 
which he wishes to transfer to the trus- 
tee to form the corpus of the trust, that 
he has the power to make a valid trans- 
fer, and that the object for which the 
trust is to be created is not contrary to 
law. 

Being satisfied as to the foregoing, the 
trust department wants to know— 

(a) that the Declaration of Trust or 
Trust Agreement sets forth in detail all 
the terms and conditions which govern 
the trust, with rights, duties and obli- 
gations of all parties to the trust clearly 
set forth; 

(b) that the agreement states how in- 
vestments and reinvestments are to be 
made and at whose direction; 


(c) to whom the income is to be paid; 


(d) that provision is made as to when 
the trust is to cease and in whom the 
trust property is to vest; 

(e) that the agreement states whether 
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or not the power of revocation is re- 
served by the maker and whether the 
maker reserves the right to amend the 
terms of the trust; 


(f) also that the agreement is prepared 
with sufficient clarity so as to avoid any 
future possibility of doubt on the part 
of the trustee as to the exact meaning 
of the wording of the document. 

Do not merely read the foregoing 
paragraphs, for they truly deserve more 
than casual thought; memorizing should 
be done as far as possible, and “thinking 
around” the whole subject. 

Never accept a trusteeship under the 
terms of a private trust until you have 
checked the proposed trust agreement 
against all the “safety first” points given 
in those two paragraphs ahd are satisfied 
with your findings as to the real condi- 
tions back of the creation of the trust 
as outlined in the first paragraph—plus 
a point-by-point check on all items given 
in the second paragraph. 

If you always apply these precaution- 
ary measures before accepting a trust, 
much future “grief” may be avoided. 


Composite Declaration of Trust 


It is assumed that you are thoroughly 
familiar with all of the subject matter 
referred to in Section No. 1 and have 
carefully studied the text in “Trust 
Functions Simplified,” starting on page 
48 over to the Composite Declaration of 
Trust. Those pages are full of boiled- 
down statements of facts. Be certain 
that you are not only familiar with them 
but thoroughly understand all of them 
prior to your detailed study of the Com- 
posite Declaration of Trust. In connec- 
tion with the latter we suggest your 
consideration of the following comments. 


Provisions in Trust Agreement 


In trusts where the grantor reserves 
the power of revocation a large number 
of trust departments prefer to have the 
sole management, and some are even re- 
luctant to take a trust unless sole man- 
agement is vested in the trustee. On the 
other hand, many trust departments en- 
courage the creation of trusts where the 
grantor or trustor retains the right to 
direct the investment and reinvestment 
of the corpus of the trust. 


The four paragraphs— 

“Trustee may retain any or all real 

property ;” “Trustee may retain any 

or all securities conveyed to it 
whether they are approved invest- 
ments for trust funds or not;” 

“Income not to be used as sinking 

fund for amortization of securi- 

ties ;” “Stock dividends to be treated 
as principal ;” 
are, of course, optional. However, they 
serve an important purpose when their 
use is desirable. 

The provision “Trustee to collect in- 
come and pay charges of the trust;” 
is a most important provision from the 
point of view of the trustee, and the 
trustee should insist on similar provi- 
sions being inserted in every private 
trust agreement ever accepted by it. 

Several examples are given to illus- 
trate the wording for disbursement of 
income and distribution of trust prop- 
erty. 

Before you accept a trust, you should 
make a detailed study of that part of 
the trust agreement that covers distri- 
bution of income and principal. To as- 
certain that there is no possibility of 
conflict, it may be necessary, or at least 
helpful, at times, to diagram the possi- 
bilities. 

Income from a given amount of prop- 


‘erty may be insufficient to accomplish 


the purpose for which the creator de- 
sires it to be used, and he would prefer 
to use a part of the principal, if neces- 
sary, to accomplish the purpose. The 
paragraph, “Trustee may pay from prin- 
cipal,” was designed to cover such cases. 

At times, a grantor may decide to 
create a trust which would provide that, 
upon the happening of a certain contin- 
gency, all trust property in excess of a 
given amount should be distributed and 
the balance held for some purpose. To 
cover such cases, it is very desirable for 
the trustee to have stated how the value 
of the property on a given date is to be 
determined. See “Appraisement of Trust 
Property.” 

A method for determining heirs under 
certain conditions is highly desirable. 
See “Determination of Heirs of Gran- 
tee.” 
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The provisions for withdrawal of part 
of the corpus of the trust and for addi- 
tions to the trust property are self- 
explanatory. 

If the power of revocation is reserved 
by the creator, the fact should be defi- 
nitely stated and the method of proce- 
dure outlined. The same applies also if 
the creator reserves the right to amend 
the provisions of the trust agreement. 
See “Trust may be revoked,” “Trust may 
be amended.” 

A provision similar to that contained 
in the paragraph “Trustee given first 
lien upon trust property;” is frequently 
requested by many trust departments. 
Others question the advisability of re- 
quiring such a provision to be inserted, 
they taking the stand that the trustee 
under the law, in the absence of express 
provision, would have a right to reim- 
burse itself out of the trust property for 


any costs that it had been subjected to | 


in the administration of the trust. 
Many trust departments have found 

that a provision for the resignation of 

the trustee is highly desirable. See 


“Trustee may resign.” 

Provision for the manner in which 
distribution of trust property may be 
made is often advantageous. See “Trus- 
tee may make distribution partly in 
money and partly in kind.” 


The insertion of a “Spendthrift 
Clause” is many times the only assur- 
ance the maker of the trust can have 
that the beneficiary may not assign all 
his rights under the trust, dissipate the 
proceeds and come to want. 

The paragraphs in the Composite 
Declaration of Trust headed, “Benefi- 
ciaries to notify trustee of happening of 
any event by reason of which they be- 
come entitled to receive payment,” “De- 
termination of Heirs of Grantor,” 
“Trustee given first lien upon trust 
property,” “Trustee may resign,” “‘“Trust 
Property’ defined,” “ ‘Trustee’ defined,” 
“Properly acknowledged’ defined,” clar- 
ify the intent and meaning of the docu- 
ment, and should always be inserted in 
trust agreements, for the purpose of giv- 
ing added protection to the trustee. 

The “Synopses of Several Private 
Trusts” are taken from existing trust 
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agreements and are given to illustrate a 
number of actual cases. 

The examples, (a)—Form of assign- 
ment, (b)—Form of letter to accompany 
assignment of securities to be added to 
trust, (c)—Trustor’s written direction 
relative to investment, (d)—Form of 
Notice of Withdrawal, and (e)—Form 
of Revocation of Trust, are inserted in 
order to indicate examples of forms used 
in connection with the operation of pri- 
vate trusts. 


Detail How Powers Are To Be Exercised 


While it is very important that all 
trust agreements be very clear and ex- 
plicit in every way, we have noted that 
some trust departments are acting as 
trustee under the terms of living trust 
agreements executed in the past that 
give the creator of the trust the power of 
withdrawal, addition, and revocation, but 


fail to state or outline just how these 


powers are to be exercised. You doubt- 
less noticed when studying the composite 
trust agreement how, when it gave the 
trustor the power of withdrawal, etc., it 
also definitely outlined the exact steps 
to be taken when exercising those pow- 
ers. 

Never accept trusteeship under the 
terms of any living trust agreement un- 
til such time as all powers given therein 
are clearly outlined as to just how they 
may be exercised. 


Irrevocable Private Trusts 


Always remember that a trust where- 
in the power of revocation has not been 
reserved by the maker is an irrevocable 
trust. 

Do not accept trusteeship under the 
terms of an irrevocable trust until you 
are absolutely sure that the creator thor- 
oughly understands that he will there- 
after have no power to deal with the 
trust property in any way. We caution 
you to be ever alert in regard to this 
matter because there may be times when 
the maker of an irrevocable trust may 
wish to revoke the same; and at that 
time it is usual for the maker to claim 
he did not understand that the trust 
never could be revoked under any cir- 
cumstances. (They usually feel that 
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theirs is an unusual case; and there- 
fore you, as trustee, will of course recog- 
nize that fact and gladly do as they then 
wish you to do). 

We recommend that when a trustor 
desires to establish an irrevocable trust 
you— 


1—Advise him fully that, once it is es- 
tablished, he cannot thereafter take 
the corpus of the trust back into his 
own possession; 


2—That you require him to consult coun- 
sel of his own choice, and insist that 
he bring you a letter from his attor- 
ney—which letter states that the at- 
torney has advised him fully in re- 
gard to the matter, etc.; 


3—That you promptly after each con- 
ference with the trustor make a writ- 
ten report of your conversation; 


4—That at the time the trust agreement 
is executed, you again state to the 
testator that he unreservedly relin- 
quishes the power of revocation, mak- 
ing all of your statements in connec- 
tion therewith in the presence of wit- 
nesses; and also, at that time, have 


the trustor sign a document stating 
that he has been fully informed as 
to his inability thereafter to revoke 
the agreement; then have the wit- 
nesses sign an attached statement 
setting forth and confirming the 
facts. 


While it is true that the laws of some 
States provide means whereby an irre- 
vocable trust may be revoked, still the 
actual application of such laws is usually 
impracticable, for the reason that it is 
necessary to join all parties concerned 
(life tenants and remaindermen)—gen- 
erally an utter impossibility—as some 
who may be remaindermen at the time 
the trust is provided to cease may not 
even be born today. 


Guard Against Future Liabilities 


At this point we wish to stress the 
importance of your exercising, at all 
times, extreme caution in the acceptance 
of private trusts in order always to pro- 
tect your institution against possible 
future liabilities. 
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At all times, keep uppermost in your 
mind the fact that while your duties and 
obligations extend alike to both life ten- 
ants and remaindermen, you have the 
life tenants with you today; and there- 
fore, if not satisfied that they are re- 
ceiving their just due, they have recourse 
to the courts for a remedy. That being 
the case, be sure you are ever watchful 
and diligent in protecting the interests 
of the remaindermen. 

We are of the opinion that not many 
years hence there will develop a new 
type of professional man—perhaps a 
combination of attorney and accountant 
—whose business it will be to review for 
remaindermen the accounts of trustees. 

If the safeguards hereinbefore men- 
tioned are always followed in the ac- 
ceptance of private trusts, they will 
form the solid base upon which corporate 
trustees will carry out their administra- 
tive duties with the satisfaction that 
their acts are clearly and explicitly pro- 
vided for by the trust agreements from 
which they receive their powers. 

We shall have more to say about lia- 
bilities in later articles, especially when 
considering investments; but we desire 
at this point to emphasize again the need 
of constant watchfulness in the matter 
of protecting the interests of remainder- 
men because under a trust it is quite 
easy to make an error today which will 
not develop or come to light until the 
final termination of the trust, perhaps 
30 or 40 years from now. 

Therefore, the only way to be sure 
that your bank is protected against fu- 
ture loss is to play safe always—now, 
today—and know that you are right. 

At this point may we suggest that 
you re-read the first two paragraphs at 
the beginning of Section No. 2 and the 
comments which follow them. Then kind- 
ly pause a moment and “think it over.” 


Care After Acceptance 


Assume that you have accepted trus- 
teeship under the terms of a certain 
Declaration of Trust, and that you have 
now taken physical delivery of the prop- 
erty that forms the corpus of the trust. 

The time is now past when you could 
suggest or ask for the insertion of cer- 
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tain things in the trust agreement, and 
you are now obligated to carry out all 
the terms and conditions of the trust 
which you have accepted. Therefore, your 
chief and principal concern right now, 
above everything else, is to so set up 
that trust on your records that you can 
be positive every matter or detail that 
should at any time during the life of the 
trust require action on your part as 
trustee, will be promptly brought to your 
attention. 

Naturally, it is very desirable to re- 
ceive trusts where the trust agreement 
has been ideally prepared. Upon accept- 
ance by you, your real duties begin, and 
you have not only assumed duties and 
obligations, but also the accompanying 
liabilities. Your only safeguard now is 
your system of records and methods of 
operating procedure. 

(This subject will be elaborated upon in a 
later article in this series wherein we shall 
discuss trust department operations from 
the standpoint of accuracy of operations in 
order to assure safety.) 


Test Questions 


Re: Trusts Under Private Agreement 
With Suggestions 


1.How many kinds of trusts are there? 
Name and define each kind. 

2.Tell the meaning of “Private Trust,” 
“Living Trust,” “Voluntary Trust.” 

8. What is a Declaration of Trust or Trust 
Agreement? 

4. For what period of time may a Private 
Trust be created? 

5. Explain fully the meaning of 
(a) Withdrawal clause. 
(b) Clause to cover additions to corpus 

of trust. 

(c) Power of investment. 

1. Vested in trustee. 

2. Subject to direction of grantor. 

Power of revocation. 

Right to amend. 
(f) Trustee’s liens on trust property. 
(g) Distribution in kind. 

6.What arrangements may be made in 
event the income should be insufficient 
to carry out purpose of trust? Explain 
with examples. 

7. May income from the corpus of a private 
trust be accumulated? 


(d) 
(e) 


10. 


11. 


12. 


13. 


14. 


15. 


16. 
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8. 


In the event all the beneficiaries named 
under a declaration of trust should be 
dead at the time distribution is to take 
place, in which event the trust would 
provide for payment to the heirs at law 
and next of kin of the trustor, is it ad- 
visable to have the declaration of trust 
contain a clause setting forth how the 
heirs of the trustor are to be determined? 


.Is it advisable for the trustee to retain 


the right to resign from the trust? 


What is the meaning of the term “Spend- 
thrift Clause”? Is its use advisable? 

In your opinion, is it advantageous to 
use special clauses for the purpose of 
defining “Trust property,” “Trustee,” 
and “Properly Acknowledged”? Why? 


Is it necessary for the trustee to accept 
a trust in writing? If your answer is 
“No” by what other means could the 
trust be accepted? If there are other 
ways, would it be advisable for a cor- 
porate fiduciary to follow these methods? 


Do you thoroughly understand the need 
for and proper use of the following 
forms in connection with the operation 
of trusts created under private agree- 
ment— 

(a) Form of assignment. 

(b) Form of letter accompanying as- 
signment of securities to be added 
to trust. 

(c) Form of request to take from trus- 
tor when he is giving written in- 
structions relative to investments. 

(d) Form of notice of withdrawal. 

(e) Form of revocation of trust. 


Take for example, this case: A man 
owns $40,000 worth of 5 per cent bonds, 
being his total assets. He desires to 
create a private trust. Estimate what 
it would cost him to have this trust set 
up. What will be the annual fee for 
operating the same? What will it cost to 
distribute the property at the time of 
his death? What would be the estimated 
cost of probating his estate had this 
property been transferred by will? 


A business man has a private trust, the 
corpus of which consists of $100,000. He 
has retained the right of revocation and 
is to receive the income during his life 
and at the time of his death it is to vest 
in his children. Would it be proper for 
this man to include this $100,000 worth 
of property in a statement issued for 
the purpose of obtaining credit? 


Is it necessary for property which is 
distributed at the time the purpose of 
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the trust is fulfilled, and the trustee 
makes distribution, to pass through the 
probate court? 


. Should a wife join in an assignment of 
community property to a trustee to be 
held under the terms of a declaration of 
trust? 


. Explain the difference between a re- 
vocable or irrevocable trust, and the 
principal uses of both. 


.Do you believe that your trust depart- 
ment should accept only irrevocable pri- 
vate trusts, or should you take only those 
private trusts where the grantor or 
trustee reserves the right of revocation? 


.Should a trust institution accept the 
trusteeship under any private trust that 
is submitted to it, irrespective of whether 
or not they feel that as trustee they will 
be properly protected or whether the 
trust agreement or declaration of trust 
clearly, definitely and explicitly sets 
forth their duties as trustee and gives 
powers sufficient to permit them to 
properly exercise their duties? 


.May a trustee under a private trust 
make any profit from its administration 
of the property and trusts other than 
their compensation? 


. What safeguards would you suggest that 
a trust department adopt to minimize 
the possibility of its liability as trustee 
in any one trust exceeding the value of 
the corpus of the trust? 


.Do you believe in private trusts? Why? 


. What are some of the advantages of 
having a corporate fiduciary as trustee 
under a private trust rather than an 
individual trustee? 


. The President of your bank has just in- 
troduced a depositor to you. The deposi- 
tor has read something about “some 
kind of a trust arrangement one can 
make so that the bank will care for my 
property now —today.” He desires to 
learn what it is all about and just how 
it works. 

Sit down and tell Mr. Depositor what a 
living trust really is and how it oper- 
ates. 
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Explain how elastic the arrangement 
can be made between the creator and 
the trustee, how the creator may retain 
the right to direct the investments, add 
to or withdraw trust property, or revoke 
the trust entirely and take the corpus 
back into his own full possession—then 
being in the same position as to owner- 
ship as though no trust had ever been 
created. 

Explain how, even though the creator 
retains the right of revocation, if he has 
not exercised that right prior to his 
death, the property which forms the 
corpus of the trust does not pass through 
probate proceedings, etc. Show how it is 
often possible for the same trust prop- 
erty to benefit several beneficiaries and 
ultimately vest in remaindermen (sub- 
ject, of course, to your laws governing 
the duration of a trust) without even 
passing through probate. Point out the 
many advantages of this; less cost, no 
delay, in addition to the usual advan- 
tages gained by having a corporation 
managing the property, etc. 
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Your Manual 


Prepare and insert in “Your Man- 


ual” a Composite Declaration of Trust. 


This should contain all standard 
clauses which, as a matter of policy, 
your trust department will always in- 
sist upon having inserted in all volun- 
tary, living or private trust agreements 
which it accepts. 

It should also contain optional clauses 
for use as required. 

Also prepare and insert in “Your 
Manual” all the forms which it will be 
necessary to use in connection with the 
operation of private trusts executed in 
accordance with provisions of your Com- 
posite Declaration of Trust. 


The fourth article of this series of 
twelve, will appear in the September 
issue. Therein will be discussed various 
forms of so-called Life Insurance and 
Business Insurance Trusts. 
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“Taxation and Insurance 
Under the Revenue Act of 1934 
Approved 11:40 a.m., May 10, 1934” 


The Manufacturers Trust Company, 
New York, is distributing a folder with 
the above title. The secondary titles read 
Federal Estate Tax, Federal Gift Tax, 
Federal Income Tax, New York Estate 
Tax, Taxable vs. Tax-Exempt Bond 
yields. 

The reading matter and tables shown 
are printed on both sides of an 8% in. 
x 22 in. sheet which is folded for dis- 
tribution purposes to a size of approxi- 
mately 334 in. x 8% in. 

Four tables are given. One shows the 
Federal Estate Tax (1926 and 1932 acts, 
as amended) together with the New York 
Estate Tax. Another gives the Federal 
Gift Tax, rates effective June 7, 1932, to 
December 31, 1934, and those which will 
be in effect on and after January 1, 1931. 
The third is an Income Tax Computation 
Table followed by examples to illustrate 
the method of computation. The last table 
is the Tax-Exempt vs. Taxable Invest- 
ments—-Revenue Act of 1934, which is 
reproduced herewith. 

The following reading matter is part 
of that given in the folder: 


Life Insurance—Federal Estate Tax 


Insurance payable to or for the benefit of 
the decedent’s estate: Entire amount must 
be included in the gross estate. 

Insurance payable to other beneficiaries: 
Excess over $40,000 must be included in the 
gross estate only in case (1) the decedent 
paid the premiums and (2) retained legal 
incidents of ownership in the policies. 

The tax is imposed with respect to 
“insurance taken out by the decedent 
upon his own life.” Under Article 25 of 
Regulations 70, insurance is deemed to 
be taken out by the decedent upon his 
own life to the extent that he pays the 
premiums on policies covering his life, 
whether or not he made the application. 
To the extent that the premiums are 
paid by the beneficiary, the policies are 
not deemed to be taken out by the in- 
sured, whether or not he made the ap- 
plication. If the premiums are paid in 
part by the decedent and in part by the 
beneficiary, the proceeds are included in 


the gross estate in the proportion of the 
premiums paid by the decedent to the 
total premiums paid. 

The tax is imposed upon “the transfer 
of the net estate.” If the decedent prior 
to his death disposed of all legal inci- 
dents of ownership in the policies (such 
as power to change the beneficiary, sur- 
render or cancel the policies, assign them, 
revoke an assignment of them, pledge 
them for loans, or to dispose otherwise 
of them and their proceeds for his own 
benefit) the proceeds do not enter into 
the decedent’s estate. 


(The Chase National Bank et al v. U. S., 278 U. S. 
827; T. D. 4331, XI-7; p. 14; I. T. 2558; C. B. IX-2, 
101.) 


Life Insurance—Federal Gift Tax 


Under the gift tax regulations, the irre- 
vocable assignment (without consideration) 
of a life insurance policy, or the naming 
of the beneficiary of a policy without re- 
taining any of the legal incidents of owner- 
ship therein, constitutes a gift in the 
amount of the net cash surrender value, 
if any, plus the prepaid insurance adjusted 
to the date of the gift. (Reg. 79, Art. 2). 

G. C. M. 13147 (Internal Revenue Bulle- 
tin May 28, 1934) explains the computation 
of the value of an irrevocably assigned life 
insurance policy for gift tax purposes, with 
particular reference to the term “prepaid 
insurance adjusted to the date of the gift.” 
Three illustrations are given which may be 
summarized as follows: 

In each case, the policy of $100,000, 
taken out on January 1, 1928, was assumed 
to have been irrevocably assigned, without 
consideration, on April 1, 1933. The an- 
nual premium of $2,849 was payable in ad- 
vance on January 1, and the cash surren- 
der value at the end of the insurance year 
1932 was $4,600. 


Case 1: Cash Surrender Value Immediately 
Increased to $6,300 by Payment of 
January 1, 1933 Premium for 1933. 

Cash surrender value (C.S.V.) 

1-1-33 

Plus prepaid insurance to 4-1-33.. 


Amount of gift 

Premium paid 1-1-33 

Less: Addit. C. S. V.....$1,700.00 
Earned premium to 


1,987.25 


Prepaid insurance to 4-1-33....$ 861.75 
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Case 2: C. S. V. Increased to $6,300 at 
End of 1933, Adjustable to Date of 
Surrender of Policy. 

Value of gift: $5,025 (C. S. V. adjusted 
to 4-1-33), plus present worth of $1,275 
(the balance added to C. S. V. at end of 
1933), plus $861.75 (unearned premium ad- 
justed to date of gift, as in Case 1). 


Case 3. As in Case 2, except that C. S. V. 
not adjustable to date of surrender of 
policy. 

Value of gift: $4,600 (C. S. V.), plus 
present worth of $1,700 (amount added to 
C. S. V. at end of 1933), plus $861.75 (un- 
earned premium, as in Case 1). 

In such cases, the ruling holds, the gift 
includes “the net cash surrender value of 
the policy at the date of the gift and that 
proportionate part of the premium paid 
before the gift, which covers a period ex- 
tending beyond the gift. When the pre- 
mium payment purchases the right to an 
increased cash surrender value, which is 
not available until the end of the policy 
year, a discount is required in arriving at 
the present worth as of the date of the 
gift.” (G. C. M. 13147, XIII—22-6820.) 


Life Insurance—Federal Income Tax 


Insurance paid by reason of the death of 
the insured is exempt from tax (excluded 
from gross income) except where the policy 
was transferred for a valuable considera- 
tion, in which case the proceeds in excess 
of the amount of the consideration and 
premiums or other sums paid by the trans- 
feree are taxable. (Sec. 22-b-1, 2.) 

Amounts received, other than payments 
on the death of the insured, are taxable to 
the extent of the excess, if any, over the 
premiums or other consideration paid for 
the contract. (Sec. 22-b-2.) 

Where proceeds paid on the death of the 
insured are held by the insurer under an 
agreement to pay interest thereon, only the 
interest received is taxable. (Sec. 22-b-1.) 

Annuities: Payments each year up to 3% 
of aggregate premiums or consideration tax- 
able; balance nontaxable until aggregate 
nontaxable payments (for all years) exceed 
the total cost. 


Federal Gift Tax 


Following the Federal Gift Tax table 
appears the following: 

The increased gift tax rates imposed by 
the 1932 Act, as amended by the 1934 Act, 
are effective as to transfers made on and 
after January 1, 1935. Prior to that date 
the original rates of the 1932 Act remain 
effective. 

The tax applies to transfers of property 
of any kind by gift, directly or indirectly, 
in trust or otherwise. 

The first $5,000 of gifts (other than gifts 
of future interests in property) made to 
each of any one or more persons during a 
calendar year is not considered a gift for 
the purposes of the Act, and is, therefore, 
not included in the total amount of gifts. 

In any calendar year, one specific ex- 
emption of $50,000 is allowable in comput- 
ing net gifts, less the aggregate of amounts 
allowed as a specific exemption in preced- 
ing calendar years. 


Computation of Gift Tax—1934-1935 


Assume that A makes net gifts (before 
deducting the $50,000 allowed as an exemp- 
tion) of $1,000,000 each in 1934 and 1935. 


Gift Tax for 1934 


Tax on $850,000 (per table) 
Tax on 150,000 at 124%% 


$67,125 


Tax payable on $1,000,000 given in 
$85,875 
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Gift Tax for 1935 


Tax on aggregate 1934 and 1935 

gifts of $2,000,000 at 1935 rates: 

$1,550,000 (per table). ..$241,200 
450,000 @ 23%%..... 104,625 $345,825 


Less: tax on 1934 gifts 
computed at 1935 rates— 
$850,000 (per table) ..$ 98,700 
150,000 @ 18%% .... 28,125 126,825 


Tax payable on $1,000,000 


1935 gifts $219,000 
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The last page of the folder reads, in part: 

The Life Insurance Trust is the modern 
way of safeguarding these proceeds and 
providing a regular income for your bene- 
ficiaries. The trust arrangement can be made 
sufficiently flexible to permit additional 
withdrawals in order to meet emergencies. 

How these objects can be achieved is fully 
explained in our pamphlet, “Life Insurance 
Trusts,” a copy of which will gladly be sent 
to you upon request. A careful perusal of 
this booklet is commended to men and 
women who seek to make lasting provision 
for the well-being of their dependents. 


TAX-EXEMPT VS. TAXABLE INVESTMENTS—REVENUE ACT OF 1934 
(Investments figured at par. Yield after income tax equals tax-exempt yield.) 
TAX EXEMPT INTEREST RATE 
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000 63 
Corp. 1334 % 
Suppose that the taxpayer’s net income, 
after allowing for personal exemption and 
credit for dependents, is $50,000, on the 
basis of existing investments, and that he 
has received $10,000 from sale of property, 
which he plans to invest in bonds. 


He is offered a 5% municipal at par, 
which would bring him $500 a year in tax- 
free interest. 


If he buys corporation bonds, increas- 
ing his net income to more than $50,000, 
what interest rate must he get to equal 
the 5% tax-exempt rate? 


On the $50,000 line, 5% column, it is seen 
that the equivalent taxable rate is 7.58%. 


3% 34% 34% 3%% 
EQUIVALENT TAXABLE INTEREST RATE 


4% 44% 44% 44% 5% SKH SHUN 
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That is, since 30% surtax and 4% normal 
tax, or 34%, must be paid on the taxable 
interest, he would have left only 66% of the 
7.58%, or 5%. 

On the other hand, the taxpayer might 
decide to dispose of some of his corpora- 
tion bonds and buy municipals, to save tax. 
In this case, his net income would be re- 
duced to less than $50,000, and he would 
use the preceding line for the comparison. 
He is offered a municipal that would pay 
414%. Reading down the 44%2% column, he 
finds that it would be to his advantage, from 
the tax standpoint, to dispose of taxable 
bonds paying less than 6.52% and put the 
money into the 442% tax-free bond. 
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Enduring Benefits 
From the Property You Leave 


Towner Phelan, assistant vice-presi- 
dent, St. Louis Union Trust Company, 
St. Louis, Mo., has prepared a copy- 
righted booklet entitled, “Enduring Ben- 
efits from the Property You Leave.” This 
booklet, while prepared for syndicate use 
by other trust institutions, is now being 
used by the St. Louis Union Trust Com- 
pany to a greater extent than their rather 
numerous assortment of older booklets. 
It is reported that form letters have cre- 
ated a very satisfactory demand for the 
booklet and that it is meeting with the 
approval of recipients. 

The booklet contains 32 pages 5% in. 
x 9 in. with a slightly overlapping cover. 
The subjects discussed are Why Make a 
Will, Planning Your Will, Trusts, Should 
You Leave Your Estate in Trust, How 
Trusts Reduce Estate Shrinkage, The 
Living Trust, The Life Insurance Trust, 
Business Liquidation Trusts, Difficulties 
of Estate Administration, Your Choice 
of An Executor and Trustee. 

The following statement appears on 
the inside of the front cover page: 


Our Record as Trustee as Disclosed by 
Income Tax Statistics 


We make no claim to infallibility of judg- 
ment in reference to investments. But we 
do believe that our well-organized plan of 
investment management in most instances 
yields more satisfactory results than does 
individual management. 

In support of this belief we cite our 
record during the depression as disclosed 
by income tax statistics. 

These statistics show that compar- 
ing 1932 incomes with 1929 incomes, 
beneficiaries of trusts managed by St. 
Louis Union, in the aggregate, have 
experienced proportionately only one- 
half as great a decline in income as 
have all beneficiaries of trust funds 
in the United States, and slightly more 
than one-third of the decline suffered 
by private investors. 

The experience of trustees and of pri- 
vate investors, in the aggregate, is disclosed 
by “Statistics of Income,” published by the 
Bureau of Internal Revenue of the United 
States Government. Our own record is taken 
from the fiduciary income tax returns this 
company has made to the United States 


Government. It is on a basis of these rec- 
ords that our comparison is made. 


Many illustrations are used through- 
out the booklet. The first one shows a safe 
deposit box, with the lid open, on a desk 
in a customers’ room of a safe deposit de- 
partment. The shaded desk light has been 
turned on and the light shows a number 
of packet envelopes. The labels on four of 
these read “Bonds,” “Stocks,” “Real 
Estate Mortgages,” “Receipts, Con- 
tracts.” The following is on the lower 


part of the page under the illustration: 


What Will They Do With It? 


Out of the estate in your safe deposit box 
when opened . . 

Will your heirs receive 90%, 80%, 70% 
—or less? 

Who will get it—those you select, or those 
the law prescribes? . . . Will it pass for 
administration into unknown hands, or to 
an executor of your own choosing? .. 
Will it be preserved as a well-balanced, 
income producing unit, or be split up and 
distributed regardless of the loss incurred 
thereby? 

These are all questions which can be 
decided now. 


The next illustration shows the last 
page of a typed will which is being held 
in the left hand. The right hand holds a 
large magnifying glass through which we 
see in enlarged type these words: “and 
the residue to my children.” Under this 
illustration is the following: 


But There Was No Residue! 


How dangerous this entirely legal phrase, 
“and the residue to my children,” may 
prove to be is illustrated by Case 3 on 
page 8. 

Just as your — must be built to con- 
form to the building code, your Will must 
be drawn to conform to the law. But dan- 
gerous, impractical Wills can still be per- 
fectly legal documents. 

Just as architects and builders advise 
with you about planning your home, so this 
institution will serve you in the practical, 
as distinguished from the purely legal as- 
pects of Will planning. 


Four pictures of the same man at dif- 
ferent ages make another illustration. 
Under each picture there is a brief re- 
mark, age 30, “I’ll be wealthy at 50”; 
age 40, “The panic of 1907 caught me”; 
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age 50, “Now I’ve learned my lesson”; 

age 60, “The depression cleaned me.” 
Excerpts from some of the straight 

reading matter of the booklet follow: 


The Safety of Trust Funds 


‘While the beneficiaries of trust funds 
have not come through the depression un- 
scathed, they have remained a favored class 
with relatively light losses. Statistics of the 
Internal Revenue Department show that the 
aggregate income received from trustees 
declined during the depression much less 
than other classes of income. 

‘Income derived from investments of all 
individuals making tax returns declined pro- 
portionately 2% times as much as the de- 
cline in income from trust funds. 

‘Three factors are largely responsible for 
this favorable showing on trust funds. First, 
the law affords special protection to trust 
funds. Second, most trustees adhere to ultra 
conservative investment policies. Third, the 
overwhelming bulk of trust funds are man- 
aged, not by individual trustees, but by 
banks and trust companies with depart- 
ments devoting their entire time to invest- 
ing trust funds.’ 


Trusts Sustain No Loss in Case of Failure 


‘The creditors of a trust company have no 
claims on its trust assets. If a trust com- 
pany fails, its trusts sustain no loss. The 
trusts continue in force and the court ap- 
points a successor trustee for each trust 
and orders that the assets of such trust 
be delivered to the new Trustee. 

‘This company is ultra conservative in 
investing trust funds. It invests such funds 
principally in U. S. Government Bonds, 
bonds of the individual States, high grade 
Municipal bonds, high grade Corporation 
bonds secured by mortgage and conserva- 
tive real estate loans on improved property. 


A. H. S. POST, President 


Its trust investments compare favorably with 
the investments of insurance companies, sav- 
ings banks and other highly conservative in- 
stitutional investors. 

‘The creation of a trust is not a guar- 
antee against loss but it is the best plan 
yet devised to minimize losses.’ 


Difficulties of Estate Administration 


‘Estate shrinkage is the difference be- 
tween what a man leaves and what his 
family receives. The amount of this shrink- 
age may vary within wide limits as between 
estates of similar size. A study of the pro- 
bate court records in one of our large cities 
reveals these striking variations: 

Shrinkage 
Gross Estate Exclusive of Debts 
$196,000.00 
157,000.00 
149,000.00 
113,000.00 


41,000.00 


‘The amount of estate shrinkage to a 
marked degree depends upon how the exec- 
utor performs his duties. In many ways his 
own actions may increase or decrease taxes 
and other expenses. 


Taxes Unnecessarily Incurred by Executors 


‘For example, the date the executor 
chooses to make a partial distribution of 
the estate and the proportion he decides to 
include in the distribution may either in- 
crease or decrease the income tax liability 
of the estate and of the beneficiaries. The 
date chosen to pay the State inheritance 
tax is equally important in its influence on 
income tax liability. Taxes are often un- 
necessarily incurred by executors and once 
incurred must be paid.’ 
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The last illustration in the booklet 
shows a last will and testament. On this 
in large type are these words: “After 
you, who will manage your estate?” The 
printed message thereunder reads: 


The Vital Question to Answer in Your Will 


If you appoint an individual as executor, 
will he be able to act ten, twenty or thirty 
years in the future? 

If he is a member of your family, will he 
find it difficult to remain impartial and 
retain the confidence of all heirs? 

Will he have the necessary technical 
knowledge? 

Will he know how to avoid the. costly 
errors of inexperience? 

Is he able to assume financial responsi- 
bility for his mistakes? 


The last statement of the booklet fol- 
lows: 


May We Answer Your Further Questions? 


This booklet has been prepared with a 
view of giving helpful information to our 
many friends and clients on matters per- 
taining to their estates. It naturally must 
leave many questions unanswered—many 
problems untouched. Those who wish fur- 
ther information are cordially invited to 
discuss their estate problems with our trust 
department and to avail themselves of our 
experience and specialized knowledge in 
working out a satisfactory estate program 
in co-operation with their attorneys. 


Effective Employment of Life 


Insurance and a Will 
To illustrate the cooperative features 
of a life insurance policy and a will, the 
Washington Loan & Trust Company, 
Washington, D. C., in its publication, 


“The Savings Journal,” described a 
transaction in which the union of the 
two were effectively employed. 

“A policyholder availed himself of the 
option to have the proceeds of his policies 
paid to his widow in monthly installments 
during the term of her life or until the ex- 
haustion of such proceeds, unless she should 
remarry; in the latter event, the monthly 
payments to her would be reduced and the 
remainder, and any unused part of the pro- 
ceeds of the policies would be paid to the 
trustee under a trust fund created in the 
will. 

“The will of the insured provided for the 
desired disposal of his estate, excluding the 
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insurance policies, such as his stocks, bonds, 
notes and cash, real estate, furniture and per- 
sonal effects. The balance of the estate, the 
proceeds of the insurance policies, was placed 
in trust for investment and reinvestment 
and the payment of the income therefrom 
in the amount of $300 a month to his widow 
during her life unless she should remarry, in 
which event such payments would be reduced 
to $100 a month and the remainder of the in- 
come from the trust fund was made payable 
to his children, share and share alike, until 
the youngest of such children should attain 
the age of thirty years; thereupon one-third 
of the principal of the trust fund became dis- 
tributable to such children, share and share 
alike, and in the event of the death of any 
of them unto the survivors unless the de- 
ceased child should leave issue surviving in 
which event such issue would be entitled to 
the share of the deceased child. 

“The will provided further that when the 
youngest of such children attained the age 
of thirty-five years there should be a further 
distribution of one-third of the principal 
upon the same terms and conditions as the 
original distribution. The final distribution 
of the corpus to the children became dis- 
tributable when the youngest attained the 
age of forty years. 

“The installments of distribution of the 
corpus of the trust fund to the children were 
subject to the reservation by the trustee of 
sufficient of such corpus to, when invested 
and reinvested, yield enough income to make 
the monthly payments directed in the will to 
the widow of decedent and after her death, 
the portion of the corpus so reserved became 
distributable under the terms of the trust to 
the children of decedent. 

“The will provided further that while the 
children of decedent were minors and attend- 
ing college, the trustee should have author- 
ity in the exercise of its discretion to advance 
part of the principal to the widow of dece- 
dent, should the income payable to her and 
to the children be insufficient to afford the 
widow and the children a comfortable sup- 
port and also to discharge the extraordinary 
expenses of the collegiate education of the 
children. 

“A further provision contained in the will 
was that the trustee could, for the purpose 
of defraying such unusual expenses as pro- 
longed illness or for other emergencies re- 
quiring unusual outlays, upon being con- 
vinced that the funds payable otherwise in 
the will to the widow and the children of 
decedent were insufficient to meet such ex- 
penses of illness or other emergencies, use 
and apply thereto part of the principal of the 
trust fund. 














“The effect of this use of both the insur- 
ance policies as an after-death means of dis- 
tribution of their proceeds and a trust clause 
in the will is a convincing demonstration of 
the usefulness and practicability of the dis- 
tribution of an estate by the use of both. 

“The result was that the estate was ad- 
ministered at a minimum expense because 
the after-death payments made by the in- 
surance company are direct and without ex- 
pense and though they are definite in amount 
and time and persons to whom such monthly 
payments of proceeds are made, the trust 
clause in the will provided the opportunity 
to provide for such contingencies as the death 
or remarriage of the widow, the death of any 
of the children with or without issue and 
such extraordinary expenses as illness, edu- 
cation of the children or other emergencies 
and also the distribution of the corpus of the 
estate in installments.” 

Following this illustration of how a life 
insurance policy as a will can be advan- 
tageously used “to provide for varying con- 
tingencies which may arise in a family after 
the death of the insured,’ appeared this 
paragraph: 

“Further and more detailed information 
will be cheerfully furnished to anyone inter- 
ested in the subject and applying to any of 
the local representatives of the standard life 
insurance companies, or to the Trust Depart- 
ment of The Washington Loan and Trust 
Company.” 


Living Trusts and Annuities Seen 
as Complementary 


“The general argument that living 
trusts and annuities are in competition 
with each other is largely erroneous,” 
in the opinion of O. T. Jamerson of the 
trust department of the State-Planters 
Bank and Trust Company, Richmond, 
Va., as expressed in an article appearing 
in a special bulletin issued by the 
Financial Advertisers’ Association, Chi- 
cago. 

“Broadly speaking,” Mr. Jamerson said, 
“there are two types of annuity contracts 
which are to some persons preferable to liv- 
ing trusts. These are generally known as the 
‘straight life annuity’ and the ‘combination 
single premium life with annuity.’ The first 
type carries no death benefits whatsoever 
nor can any of the principal invested ever 
be returned to the purchaser, but it pays a 
very high rate of income during the life of 
the annuitant ranging from around 4.7 per 
cent at age 22, to as high as 23.6 per cent at 
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age 85. At death, however, whether or not 
all of the original deposit has been returned 
to the annuitant, nothing is left for his es- 
tate or other beneficiaries. There is obviously 
no competition between this type and the 
living trust for the purposes of the two are 
entirely different. 

“The second type, as its name implies, is 
merely a purchase of both a paid up life in- 
surance policy and an annuity, a certain por- 
tion of the initial deposit being applied to 
each. This form is most frequently sold in 
what is known as the ‘$1060’ type of con- 
tract. The death benefits thereunder are 
$1000, the other $60 being used to increase 
the income from the annuity part during life. 
When the death benefits are exactly equal 
to the total amount originally deposited, the 
annuity income is smaller. The return from 
this form of contract varies but slightly with 
the age of the purchaser, ranging with most 
of the old line companies from 3.5 per cent 
to 4.1 per cent on the total amount invested. 
An important point to be remembered, how- 
ever, is that the return paid to women under 
any form of annuity is less than that paid to 
men—and women are frequent users of 
money-funding plans. Moreover, the money 
deposited under the annuity part of the com- 
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bination contract like that invested in the 
straight life annuity, cannot be returned. 

“Money deposited under the life insurance 
part is returnable—but for every dollar so 
withdrawn a considerably greater amount of 
the ultimate estate, payable in death bene- 
fits, is destroyed. For example, if $500 is de- 
posited under the paid-up single premium 
life insurance part of the contract, which 
part is to pay $1000 at death, and portions 
of this deposit are afterward withdrawn, 
every dollar so withdrawn will take two 
dollars out of the estate which is ultimately 
to be paid to the beneficiaries. Upon the 
death of the purchaser the annuity payments 
cease and the death benefits due under the 
life insurance part of the contract are paid 
to the designated beneficiaries, provided no 
withdrawals have been made. With the 
‘$1060 type’ these death benefits are $60 
less than the amount originally deposited, 
this dimunition in capital invested being 
greater than the average inception fee 
charged on living trusts. 

“The face value of the life insurance policy 
under the combination form of contract may 
either be paid to the beneficiaries in a lump 
sum or again placed upon one of the optional 
plans of settlement. The objections to and 
vicissitudes of the first named method are 
obvious. Under the second the annuitant 
must make definite plans while he lives as to 
the method of payment to his beneficiaries or 
he must leave in them entire discretion as 
to withdrawal of parts or all of the principal 
—for insurance companies by law cannot as- 
sume discretion. 


Advantages of Living Trust 


“As contrasted with the combination life 
insurance and annuity contracts the living 
trust agreements offer both during the life 
of the trust creator and during the lives of 
his beneficiaries a higher income return and 
a means of keeping available to himself the 


original principal invested. Few men like to 
tie up their property so that they cannot use 
or borrow against it when the need may 
arise. Furthermore, it affords a way of hedg- 
ing against the possible effects which mone- 
tary inflation may have on the purchasing 
power of the dollar. If the securities in 
which the trust funds are invested enhance 
in value, the trust creator or his beneficiaries 
benefit. Life insurance policies and annuity 


‘contracts agree to pay in dollars, regardless 


of the purchasing power of these dollars at 
a later date. 

“After the death of the creator the trust 
may provide greater flexibility and a method 
of taking care of unforeseen emergencies 
and developments by leaving the discretion- 
ary powers as to investments and invasions 
of principal with an impartial and experi- 
enced third party—the Trustee. It is vir- 
tually impossible during one’s lifetime to an- 
ticipate what future developments will be. 
Inflexible plans which may work hardship 
on one’s beneficiaries in distant years are, 
therefore, usually unwise. 

“During the lifetime of the creator the 
living trust, in reality, is a ‘trial Will.’ The 
trustor and the Trustee work together closely 
as long as the former lives. The two exchange 


. ideas and formulate plans as to investments. 


The Trustee learns the peculiar characteris- 
tics and problems of the family so well that, 
when the creator dies, it is fully qualified to 
‘carry on’ in his stead. If it has discretion- 
ary powers and emargencies arise, it prompt- 
ly meets and deals with them on their merits 
and in the light of existing conditions after 
first carefully weighing them against the 
future needs of the beneficiaries. If instead 
of leaving discretion entirely with the Trus- 
tee, the creator leaves it jointly to the 
Trustee and the beneficiaries, he has made 
certain that a restraining hand will always 
be present to offset any improvidence or bad 
judgment on the part of the beneficiaries. 


Tax Comparisons 


“The differences in taxes under the an- 
nuity plan as compared to the trust plan are 
negligible. The needs and desires of the in- 
dividual determine the selection; seldom, if 
ever, are taxes the really dominant consid- 
eration. 

“Considering these factors it becomes ap- 


parent that straight annuities or annuity 


combinations are preferable only: 

“1. When the annuitant is advanced in 
years and has no dependents, does not desire 
to leave any estate and wishes to obtain the 
maximum income possible as long as he lives. 

“2. When the annuitant has complete con- 





fidence in the foresight and investment acu- 
men of his beneficiaries (or sees no need of 
flexibility in his plans either during his life 
or the lives of those who survive him) and is 
perfectly willing to tie his capital up so that 
he cannot recover it again without sacrifice. 

“As stated before there is in reality, there- 
fore, no competition between the two meth- 
ods of funding money. The choice depends 
entirely upon the individual’s wishes and re- 
quirements. However, when the complete 
workings of the two have been clearly pre- 
sented by the trust representatives and 
studied by the prospect, it will be found in a 
surprisingly large number of instances that 
the trust plan more nearly fulfills his needs 
and desires than any other.” 


Series of Trust Advertisements 
in Spokane Newspapers 


Spokane and Eastern Trust Company, 
Spokane, Washington, have recently run 
a new series of newspaper advertise- 
ments devoted exclusively to their trust 
services. 

In light type at the top of each adver- 
tisement were these words, “‘Revise Your 
Will.” At the end of each advertisement 


just over the company’s name were the 
words, “Trusts and Estates.” 

Messages from some of these trust 
advertisements follow: 


IT'S NOT 
WHAT YOU LEAVE 


BUT WHAT YOUR HEIRS RE- 
CEIVE THAT COUNTS 


HE average estate suffers a 

heavy shrinkage during pro- 
bate. New and better ways of 
transferring property have been 
devised in the past few years. 
Why not discuss them with our 
trust officers and your attorney? 
Perhaps you can reduce the 
shrinkage of your estate. 


38 DUTIES 


OF YOUR EXECUTOR 

HERE are 38 duties to be per- 

formed in settling most es- 
tates. The average person may 
serve as executor once in a life- 
time. Sometimes he purchases 
his experience at the expense 
of the estate. Sometimes he pays 
personally for his ignorance. 


Critical 
Comparative Analysis of 
the Revenue Act of 1934 

By 
Leo BRADY and JOHN L. McMASTER 
Members of the New York Bar 


This analysis was prepared for publi- 
cation in May, 1934, issue of TRUST 
Companies Magazine. 


The Revenue Act of 1934 consti- 
tutes one of the most important reve- 
nue laws ever enacted by Congress. 
Some of the changes are so drastic 
that many past decisions and prece- 
dents are rendered in large part obso- 
lete or of uncertain application. 

It will probably be many months 
before there will be any decisions 
which will indicate the attitude of the 
courts or the Board of Tax Appeals. 
When Regulations may be issued by 
the Treasury Department regarding 
the new law is problematical. 

(The Treasury Department has not as yet 
issued regulations regarding the Estate Tax 
of 1932.) 

Despite the general lack of guiding 
decisions and regulations, all con- 
cerned with Federal taxation matters 
are required to measure tax liabilities 
by the new law. 

This searching analysis of the Act 
aids taxpayers and their advisers in 
their interpretation of its provisions. 
The attorneys selected for its prepara- 
tion have long specialized in tax prac- 
tice. 

Praise for this analysis has come 
from outstanding tax authorities 
whose duties require constant inter- 
pretation of the statute’s provisions. 

A reprint of the article in booklet 
form (60 pages and cover approxi- 
mately 3%x9 inches) has been in 
active demand. It is significant that 
“repeat orders” have been received 
from many of the most prominent at- 
torneys and accountants of the United 
States. 

An ideal mailing picece for Cor- 
porate Fiduciaries. 

Single copies of the booklet are 
available at $1.00 each, postpaid; five 
copies or more, 50 cents each. Dis- 
counts are allowed for quantity orders. 


TRUST COMPANIES MAGAZINE 
Two Rector Street New York, N. Y. 
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SAFEGUARD 


THE EFFORTS OF A 
LIFETIME 


OU have spent a lifetime 

building your estate .. . spend 
a day safeguarding it. 
The changing conditions of the 
last few years have made it ad- 
visable for nearly every one to 
revise his will. Our trust officers 
will be glad to discuss with you 
the various ways of transferring 
property. Then see your attorney. 


HOME LOANS 


HE trust department makes 
mortgage loans on good 
homes, with no commissions or 
appraisal fees. Payment of $10 
monthly wipes out a $1000 loan. 


LOST DOLLARS 


ILLIONS of dollars are idle 

through failure to make 
prompt presentation of matured 
bonds and coupons. 
The safekeeping department not 
only holds your securities in our 
underground vaults, but arranges 
for prompt collection without 
worry to you. The cost is trifling. 


Life Insurance-Trust Council 


Launched In Rochester 

The newly-formed Life Insurance-Trust 
Council of Rochester, N. Y., has already 
announced a complete program for the 
1934-1935 season. TRUST Companies Mag- 
azine is indebted to the Council’s presi- 
dent, William H. Stackel, vice-president 
and trust officer, Security Trust Com- 
pany, Rochester, for the following out- 
line of scheduled activities. 


“The program committee is headed by 
John W. Remington, trust officer of Lincoln 
Alliance Bank & Trust Company. According 
to Mr. Remington, the Council will be no 
dead letter. It will be an active working body 
with at least five important meetings. Three 
of these will be devoted to discussions among 
the Council members themselves of the many 
problems which are common to the two 
groups which make up the Council. More 
effective cooperation is expected to result 
at these meetings. 

“That the influence of the Council will by 


no means be limited to its own membership, 
is indicated by the fact that two general 
meetings are planned which will be thrown 
open to the life underwriters generally and 
the members of the banking fraternity as 
well as others who may be interested in the 
subjects to be considered. The November 
meeting will start with a noon luncheon, a 
full afternoon conference and a dinner meet- 
ing. Authorities of national prominence in 
the insurance and trust fields are expected 
to participate. In April another general meet- 
ing is planned, to be likewise addressed by 
some outstanding authority in the trust field. 
The Council is expected, from the outset, to 
wield a decided influence in the community. 

“An Education Committee has been formed 
with Earl F. Colborn, general agent of the 
Connecticut Mutual Life Insurance Company 
as its chairman. This committee is planning 
a series of four or five meetings during the 
early fall at which the general subject of 
Estate Planning will be studied in detail. It 
is likewise expected that these meetings will 
be open to those outside of the Council inter- 
ested in these subjects and who are willing 
to cover the prescribed work. 

_“The Membership Committee is headed by 
Warren S. Parks, general agent of the Equi- 
table Life Assurance Society, and his com- 
mittee has under consideration the enlarge- 
ment of the membership which at the 
inception of the organization consisted of 
thirty-three members, two-thirds being Life 
Underwriters and one-third Trust Officers. It 
is felt that for the Council to be most effec- 
tive it must have a limited membership and 
all members must be prepared to make an 
active contribution to the object for which 
the organization stands. The objects to be 
considered are to better equip the Council 
members to render a full, rounded service to 
the public and to emphasize to those in 
need of such service the protection and ad- 
vantages that can be secured through life 
insurance contracts and fiduciary arrange- 
ments. 

“That the social side is not to be neglected 
is indicated by the fact that Nelson E. Lenge- 
man, trust officer of the Union Trust Com- 
pany, is heading a golf tournament in which 
the Council members will be expected to 
mingle on the turf and learn to know each 
other better.” 

Other officers of the Council are: Vice- 
president, Frank H. McChesney, general 
agent, Berkshire Life; secretary, Earl J. 
Foster, special agent, Massachusetts Mutual 
Life; treasurer and chairman finance com- 
mittee, Robert E. Towey, trust officer, First 
National Bank & Trust Company. 





FIDELITY-PHILADELPHIA 
TRUST COMPANY 
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PHILADELPHIA, PA. 


Statement of Condition, June 30, 1934 


RESOURCES 


Cash on Hand and in Banks $32,932,686.91 


VU. S. Government Securities and Home 
Owners’ Loan Bonds 19,942,863.03 


Other Investment Securities 35,613,062.51 
Loans 32,818,553.79 
Real Estate Owned 4,650,932.22 
Other Assets 4,311,854.20 


$130,269,952.66 


LIABILITIES 


Capital Stock $6,700,000.00 
Surplus 15,000,000.00 
Undivided Profits 1,329,943.27 
Reserve for Contingencies 1,155,185.32 
Reserve for Interest and Taxes 427,513.52 
Other Liabilities 882,504.88 
Deposits 104,774,805.67 


$130,269,952.66 


Individual Trusts. . . $1,012,214,000.27 
Corporate Trusts... 869,115,970.19 


WILLIAM P. GEST HENRY G. BRENGLE 


Chairman of the Board President 


J. CALVIN WALLACE 


Treasurer 


MEMBER FEDERAL R-ESERVE SYs tree 





CORPORATE FIDUCIARY ASSOCIATIONS 


Weekly Radio Broadcasts To Be 


Sponsored by Oregon Association 


Lorne L. Miller, president of the Trust 
Companies’ Association of Oregon and 
vice-president and trust officer, the Port- 
land Trust and Savings Bank, Portland, 
speaking of the work of the association, 
recently stated: 


“There is just the one Trust Com- 
panies’ Association of Oregon, which 
functions chiefly in the city of Portland. 
The members outside of the city are 
called associate members and do not par- 
ticipate very much in the actual affairs 
of operation of the Association. The As- 
sociation meets once a month regularly 
during the year, with the exception of 
the summer months, and this past year 
was very active, having sponsored some 
very educational and constructive pro- 
grams. The Association endeavors to ob- 
tain the services of judges, prominent 
attorneys and bankers to give talks on 
subjects closely akin to the operation of 
trust companies. 

“One new member was added to the 
Association last year, the First National 
Bank of Baker, Oregon. 

“The Association sponsored a bill at 
the special session of the Legislature in 
1933 which amended Section 2, Page 150, 
General Laws of Oregon, by providing 
that any trust company not receiving 
commercial or savings deposits could es- 
tablish branches if it has an unimpaired 
capital actually paid in of not less than 
$500,000. This bill passed both houses 
and has since become a law. 

“The Association some time ago filed 
with the Oregon Bankers’ Association a 
schedule of fees which is to become a 
part of the bankers’ code of fair com- 
petition of standard rules of fair trade 
practices. ‘ 

“Incidently, our fee schedule was sub- 
mitted in toto, and there was no diffi- 
culty among the various members of the 
Association in arriving at an amicable 
settlement concerning fees to be charged 
by its various members. 

“It is the intention of the Association 
to sponsor a series of radio broadcasts 


this fall over Station KOAC, Corvallis, 
Oregon. These programs will be given 
weekly and will be devoted entirely to 
the principle of trusts and to educating 
the people of the State of Oregon con- 
cerning the services which can be ren- 
dered by a corporate executor and trus- 
tee.” 


Revised Fee Schedule In Maine 
Praised by Bramhall 


Adoption of a revised fee schedule 
by the Corporate Fiduciaries Associa- 
tion of Maine is listed by Ralph A. 
Bramhall, vice-president of The Port- 
land National Bank, as one of the most 
constructive accomplishments of the As- 
sociation during the current year. 

Mr. Bramhall, who is the Association’s 
president, said that “while this revision 
was made in anticipation of the national 
banking code, all member banks of this 
Association adopted the schedule volun- 
tarily. The schedule provides minimum 
fees for all classes of trust work.” 

Commenting further on the work of 
the Association, Mr. Bramhall said that 
active and well organized committees 
covering various phases of trust activi- 
ties are at all times available to assist 
member banks in meeting their problems. 

The “Statement of Principles of Trust 
Institutions,” adopted by the Executive 
Committee of the Trust Division, 
American Bankers’ Association, has been 
distributed to members of the Maine 
association. 

“That trust institutions generally 
within the State are conducting their de- 
partments in accordance with the prin- 
ciples set forth therein,” Mr. Bramhall 
stated, “is due in a great measure to 
the efforts, foresight, and broad-mind- 
edness of the officers of this Association 
at the time it was first organized in 
1925.” 

Meetings of the Association are held 
annually in the fall and to these meet- 
ings are invited speakers of national 
prominence. 

Other officers of the Association, 
elected at its annual meeting held in 
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November, 1933, were: Vice-president, 
Karl R. Philbrick, asst. secretary and 
asst. treasurer, Eastern Trust and Bank- 
ing Company, Bangor; Secretary and 
Treasurer, Alden H. Sawyer, asst. trust 
officer, National Bank of Commerce, 
Portland. 


Georgia Committee Will Center 
Attention on Legislation 


J. Truman Holland, President Georgia 
Bankers Association, on July 25 an- 
nounced the reappointment of the Com- 
mittee on Trust Affairs for the ensuing 
association year. 

The personnel of that Committee is 
as follows: 

Lee S. Trimble, Augusta, Chairman; 
J. C. Shelor, Atlanta; Jack B. Key, 
Columbus; Walter S. Cothran, Rome; 
Gordon L. Groover, Savannah. 

Chairman Trimble recently announced 
that “the program of work for the cur- 
rent year will be a continuation of the 
work promoted last year, the main ac- 
tivity to be centered in a committee on 
legislative affairs, which committee is 
headed by J. C. Shelor, assistant trust 
officer, Trust Company of Georgia, At- 
lanta. 

“It may be that the exigencies of the 
situation will bring up something new 
to be included in this program for the 
year, but as matters stand, the outline, 
as announced, will be continued.” 


CONVENTIONS 


Dates, Recent Elections and Miscellaneous 


Data 
ALABAMA Bankers Association— 
Annual meeting held May 17-18. 
—Secy.-Treas., M. A. Vincentelli, pres., Alabama 
National Bank, Montgomery. 


ARIZONA Bankers Association— 
Nov. 2-3, Hotel El Tovar, Grand Canyon. 


ARKANSAS Bankers Association— 
Annual meeting held May 8-9. 
—Jo Nichol, pres. Simmons National Bank, pres., 
Pinebluff. 


CALIFORNIA Bankers Association— 
Annual meeting held May 23-25. 
—Andrew Miller, secy. Mills Bldg., San Francisco. 


CONNECTICUT Bankers Association— 
Annual meeting held June 20. 
—Charles E. Hoyt, secy.-treas., South Norwalk Trust 
Co., South Norwalk, secy. 


TEN OFFICES ACROSS CANADA 
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CORPORATION 
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COLORADO Bankers Association— 
Annual meeting held June 15-20. 
—L. F. Searboro, publisher, Mountain States Banker, 
Denver, secy. 


DELAWARE Bankers Association— 

—‘‘Convention is usually held at Rehoboth, Dela- 
ware, on the second Thursday of September, the 
officers of the association being in charge of pro- 
gram arrangements. There are no separate ses- 
sions of the trust department executives of our 
members planned before or after the banking 
convention.’”’—Warren K. Ayres, secy.-treas., ass’t- 
treas., Wilmington Trust Company, Wilmington. 


DISTRICT OF COLUMBIA Bankers Association— 
Annual meeting held May 27-30. 
—Secy., Thomas J. Groom, vice-pres. & cash., Bank 
of Commerce & Savings, Washington. 


FLORIDA Bankers Association— 

—‘The convention will be held in St. Petersburg 
some time between the latter part of October and 
the first part of December, but the exact date has 
not yet been selected.—Except on one or two 
occasions, it has not been the custom of trust 
department executives of our members to hold 
separate sessions, but trust work, more recently, 
has been given a prominent place on our general 
program.”—W. O. Boozer, vice-pres. & tr. off., 
Atlanta National Bank, Jacksonville, secy. 


GEORGIA Bankers Association— 
Annual meeting held May 24-25. 
—Haynes McFadden, secy., Atlanta. 


IDAHO Bankers Association— 
Annual convention held June 15-16. 
—E. W. Porter, secy., Boise. 
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ILLINOIS Bankers Association— 
Annual meeting held May 21-22. 
—O. S. Jennings, secy. 33 N. La. Salle St., Chicago. 


INDIANA Bankers Association— 
Annual meeting held May 24-25. 
—Don E. Warrick, secy. Circle Tower, Indianapolis. 


IOWA Bankers Association— 
Annual meeting held June 25-27. 
—Frank Warner, secy., Liberty Bldg., Des Moines. 


KANSAS Bankers Association— 
Annual meeting held May 17-18. 
—Fred M. Bowman, secy. Topeka. 


KENTUCKY Bankers Association— 
Sept. 12-13, Brown Hotel, Louisville. 
—Harry G. Smith, secy. Louisville. 


LOUISIANA Bankers Association— 
Annual meeting held April 23-24. 
—G. R. Broussard, vice-pres., Bank of Abbeville & 
Trust Company, Abbeville. 


MAINE Bankers Association— 
Annual meeting held July 6-7. 
—G. Harrison Kennard, secy., Rumford. 


Corporate Fiduciaries Ass’n of 

October 10, Portland. 

—R. A. Bramhall, pres., c/o The Portland Natioual 
Bank, Portland. 


MARYLAND Bankers Association— 
Annual meeting held May 22. 
—Matthias F. Rees, secy., Federal Reserve Bank 
Bldg. Baltimore. 


MASSACHUSETTS Bankers Association— 
Annual meeting held June 8-9. 
—Matthew Cushing, secy., 80 Federal St., Boston. 


MICHIGAN Bankers Association— 
Annual meeting held June 20-23. 
—Ray O. Brundage, exec. mgr., Olds Tower, Lans- 
ing. 


MINNESOTA Bankers Association— 
Annual meeting held June 7-8. 
—George B. Power, secy. Jackson. 


MISSOURI Bankers Association— 
Annual meeting held May 15-16. 
—wW. F. Keyser, secy., Sedalia. 


MONTANA Bankers Association— 

Annual meeting held July 20-21. 

—Officers elected. Pres., R. W. Place, cash., Metals 
Bank & Trust Company, Butte; Vice-pres., J. M. 
Dietrich, cash., Deer Lodge Bank & Trust Com- 
pany, Deer Lodge; Secy.-treas., Mrs. E. W. Walk- 
er, Helena. 


NEBRASKA Bankers Association— 
Nov. 8-9, Lincoln, Nebr. 
—Wm. B. Hughes, secy., Omaha. 


NEVADA Bankers Association— 
—‘‘Executive committee has not taken action on 
trust sessions.”—L. S. Reese, secy., Reno. 7-1-34. 


NEW HAMPSHIRE Bankers Association— 
Annual meeting held May 18. 
—Harry L. Additon, secy., Manchester. 


NEW JERSEY Bankers Association— 
—Julius S. Rippel, ch. of bd., Merchants & Newark 
Trust Co., Newark, pres. 


NEW MEXICO Bankers Association— 
Annual meeting held April 20-21. 
—Mrs. Margaret Barnes, secy., 318 N. Sixth St., 
Albuquerque. 
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NEW YORK State Bankers Association— 
Annual meeting held June 11-12. 
—W. Gordon Brown, exec. mgr., 33 Liberty St., 
New York. 


NORTH CAROLINA Bankers Association— 
Annual meeting held April 26-27. 
—Paul P. Brown, secy., Raleigh. 


NORTH DAKOTA Bankers Association— 
Annual meeting held July 2-4. 
—C. C. Wattam, secy., Fargo. 


OHIO Bankers Association— 
Annual meeting June 26-27, Columbus. 
—David M. Auch, secy., Columbus. 


OKLAHOMA Bankers Association— 
Annual meeting held May 8-9. 
—Eugene P. Gum, secy., Oklahoma City. 


OREGON Bankers Association— 
Annual meeting held June 18-19. 
—T. P. Cramer, Jr., secy., Lumbermen’s Bldg., Port- 
land. 


PENNSYLVANIA Bankers Association— 
Annual meeting held May 23-25. 
—Secy., Charles F. Zimmerman, pres., First Na- 
tional Bank, Huntingdon. 


RHODE ISLAND Bankers Association— 
Annual meeting held June 21. 
—Robert W. Upham, treas., Peoples Savings Bank, 
Providence, secy. 


SOUTH DAKOTA Bankers Association— 


Annual meeting held July 2-4. 
—Geo. A. Starring, exec. mgr., Huron. 
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TENNESSEE Bankers Association— 
Annual meeting held May 22-23. 
—H. G. Huddleston, secy.-treas., Nashville. 


TEXAS Bankers Association— 
Annual meeting held May 15-17. 
—wW. A. Philpott, Jr., secy., Dallas. 


UTAH Bankers Association— 
Annual meeting held June 15-16. 
—H. B. Crandall, cash., First State Bank, Salina, 
secy. 


VERMONT Bankers Association— 
Annual meeting held Feb. 22. 
—C. E. Brigham, treas., Farmers Trust Co., Bur- 
lington, secy. 


VIRGINIA Bankers Association— 

Annual meeting held June 7-9. 
—C. W. Beerbower, asst.-cash., First National Ex- 

change Bank, Roanoke, secy. 


WASHINGTON Bankers Association— 
Annual meeting held June 21-22. 
.—J. W. Brislawn, Alaska Bldg., Seattle, secy. 


WEST VIRGINIA Bankers Association— 
Annual meeting held June 8-9. 
—Homer Gebhardt, v.p. & tr. off., First Huntington 
National Bank, Huntington, secy. 


WISCONSIN Bankers Association— 
Annual meeting held June 19-20. 
—H. G. Diekelmann, cash., Horicon State Bank, 
Horicon, pres. 


AMERICAN Bankers Association— 
October 22-25. Washington, D. C. Annual conven- 
tion—Fred N. Shepherd, exec. mgr., 22 East 40th 
st., New York, N. Y. 


Trust Division— 

Pacific Coast and Rocky Mountain States Trust Con- 
ference. 

—Twelfth annual meeting—San Francisco. Nov. 8-9. 


AMERICAN Bar Association— 
August 29-30-31. Milwaukee, Wis. 
Olive G. Ricker, exec. secy., 1140 N. Dearborn st., 
Chicago, IIl. 


AMERICAN Institute of Accountants— 

—October 15-18. Stevens Hotel, Chicago, Il. 
John L. Carey, secy., 185 Cedar st., New York, 
mn. %. 


AMERICAN Institute of Banking— 
Annual meeting held June 11-14. 
—Richard W. Hill, secy., 22 E. 40th st., New York. 


ASSOCIATION of Reserve City Bankers— 
Annual meeting held June 4-6. 
—Joseph J. Schroeder, 105 W. Adams St., Chicago, 
secy. 


FINANCIAL Advertisers Association— 

September 10-11-12-13. Statler Hotel, Buffalo, N. Y. 

—Robert W. Sparks, asst. vice-pres., Bowery Sav- 
ings Bank, New York, N. Y., in general charge 
convention program; Ernest L. Anderson, asst.- 
tr. off., Rhode Island Hospital Trust Company, 
Providence, R. I., chairman trust development 
department program. 

—“Our convention theme this year is ‘How to Meet 
the Public Demand for Financial Information.’ 


Nothing to Sell but Service 


Safe Deposit 
& Trust Company 


— OF BALTIMORE — 


CTIVE exclusively in the 
management of trust es- 
tates since it received its first 
trust in 1876, this Company 
renders highly efficient service 


in every trust capacity. 


J.B. KIRBY, 
President 


J. J. NELLIGAN, 


Chairman 


Every session will be of vital interest to trust 
officers. Trust development work has for years 
had prominent consideration in our convention 
program.’’—Preston E. Reed, exec.-secy., 231 S. 
La Salle st., Chicago, Il. 


INVESTMENT Bankers Association of America— 
Oct. 27-31, The Greenbrier, White Sulphur Springs, 
W. Va. 
—C. Longford Felske, secy., 33 S. Clark st., Chicago. 


MORRIS Plan Bankers Association— 
September 17-18-19. Westchester Country Club, 
Rye, N. Y. 
—Joseph E. Birnie, secy-treas., 15 E. Fayette st., 
Baltimore, Md. 


MORTGAGE Bankers Association of America— 
October 4-5-6. Edgewater Beach Hotel, Chicago, Ill. 
—George H Patterson, secy.-treas., 111 W. Wash- 

ington st., Chicago, Ill. 


NATIONAL Association of Mutual Savings Banks— 
Annual meeting held May 16-18. 
—John W. Sandstedt, exec. secy., 347 Madison ave., 
New York, N. Y. 


NATIONAL Association of Bank Auditors and Comp- 
trollers— 
October 23-24. Washington, D. C. 
—Arthur J. Linn, comp., Hamilton National Bank, 
Washington, D. C., general chairman of the con- 
vention. 


ROBERT Morris Associates— 
September 22-25. Skytop Lodge, Skytop, Pa. 
—Alexander Wall., secy., Lansdowne, Pa. 





CHANGES IN BANKING AND TRUST FIELD 


Items to appear under this heading in the next issue should reach us on or before September 12 


ALABAMA 

Morgan County National Bank, Decatur, is now 
under the presidency of E. W. McLeod, former vice- 
president, who succeeds Atlee Hoff, now chairman of 
the board. 


ARIZONA 

Valley Bank & Trust Company, Phoenix, has opened 
additional branches in Kingman, Superior and Cool- 
idge, under the managership of H. T. Ward, E. R. 
Parsons and R. S. Langford, respectively. T. S. White 
of the Globe branch, will become manager at Superior 


next month. 


CALIFORNIA 

Whittier National Trust & Savings Bank, Whit- 
tier, announces election of Lewis M. Sawyer, for- 
mer vice-president, as president to succeed C. B. 
Johnson, recently chosen chairman of the board. 
M. A. McLean was elected to a vice-presidency in 
addition to cashiership. 

Bank of America announces assignment of Gerald 
F. Kelleher, assistant trust officer at Blue Lake, to 
Eureka branch in charge of trust activities there. He 
succeeds L. S. Mortensen, recently appointed to Los 
Angeles headquarters. 

Ernest S. Zerga has been appointed district vice- 
president of the Bank of America in charge of credits 
at San Francisco branches. 

Commercial National Bank of Santa Ana has 
selected A. C. Hasenjaeger as executive vice-president 
and E. T. McFadden as cashier. 

Citizens National Trust & Savings Bank of Kiver- 
side has opened a branch at Rialto following pur- 
chase of the First National Bank building there. 

F. W. Richardson has been appointed Superin- 
tendent of Banks for the State of California, as suc- 
cessor to Edward Rainey who resigned recently. 

The American Trust Company has appointed Ran- 
som Cook manager of the new Sacramento branch. 
His previous position as manager of the Santa Rosa 
branch is now filled by Arthur E. Duane from the 
head office at San Francisco. Mr. Duane was with the 
New York Trust Company, New York, before joining 
the American Trust. 

Bank of America has appointed John S. Killam as 
assistant vice-president at the Oakland office. 


COLORADO 

First National Bank in Trinidad has been chartered, 
replacing the old First National Bank there, with 
capital of $300,000. F. S. Graham continues as presi- 
dent of the new bank. 

First National Bank in Grand Junction has re- 
ceived full trust powers. 


CONNECTICUT 

Guilford Trust Company, Guilford, announces the 
election of Frederick C. Spencer as president and 
director. Mr. Spencer, who is president of I. S. 
Spencer’s Sons, Inc., succeeds the late Arthur Lom- 
bard. 

Windham County National Bank of Danielson has 
been granted full trust Powers. 


FLORIDA 

Broward Bank & Trust Company, Ft. Lauderdale, 
recently elected C. N. McCune, a director, as vice- 
president and trust officer, the position formerly 
held by the late C. C. Freeman. J. D. Camp, cashier, 
was also chosen vice-president. B. G. Johnson and 
J. N. Morris were made assistant cashiers. 


GEORGIA 

Fitzgerald again has banking facilities, provided 
by the reorganized National Bank of Fitzgerald 
which has opened under the presidency of J. H. 
Dorminey. J. L. Perry is vice-president and Battle 


Sparks, cashier. 


ILLINOIS 

Charles S. Dewey, formerly Assistant Secretary of 
the Treasury, is chairman of the board of the new 
Milwaukee Avenue National Bank which opened 
August 14 in former quarters of the Northwestern 
Trust & Savings Bank. H. S. French, president of 
the new bank, was chief of reorganization work at 
the Chicago national bank examiner’s office. Frank 
Brandt and Max Drezmal have been named as vice- 
presidents. 

St. Charles National Bank, St. Charles, has chosen 
P. S. Nichol, former chairman, as president to succeed 
E. J. Baker, resigned. 

Effingham State Bank, Effingham, announces that 
Henry Eversman, vice-president, has succeeded the 
late W. H. Engbring as president. Joseph Feldhake 
was promoted to the vice-presidency. 

Frank R. Curda has been transferred from the 
trust department of the City National Bank & Trust 
Company to the bank’s division of that institution as 
assistant vice-president. 

L. E. Solem, comptroller of the State Bank & 
Trust Company, Evanston, has been chosen to head 
the Chicago bank auditors’ conference. 


INDIANA 

Fletcher Trust Company, Indianapolis, has estab- 
lished a business promotion department in charge of 
Robert F. Scott, Jr. Mr. Scott and Norman Metzger, 
in charge of real estate, were both recently elected 
vice-presidents. 

Security Trust Company of Indianapolis announces 
the election of William Storen as vice-president. Irv- 
ing Lemaux, president of the company, has recently 
been inactive owing to illness. Mr. Storen is State 
Treasurer of Indiana and was formerly a bank of- 
ficial in Scottsburg. 

Directors of the Merchants National Bank at 
Muncie have selected George A. Ball, glass manu- 
facturer, as chairman of the board, succeding the 
late Eugene Vatet. 


IOWA 

Blanchard B. Vorse, for several years a vice-presi- 
dent of the Bankers Trust Company, Des Moines, has 
resigned to act as financial counsel to several Des 
Moines investment institutions. He continues as a 
director. 

The State Bank has opened at Fort Dodge as 
successor to the First State Bank & Trust Com- 
pany, with capital of $125,000. F. L. Loomis is 
president. 

First National Bank in Fairfield has been granted 
full trust powers. 


KENTUCKY 

Union National Bank, Borbourville, has chosen 
Kenneth H. Tuggle, an attorney and a director 
of the bank, as president to succeed the late Noah 
Smith. 

First National Bank and affiliated Kentucky Title 
& Trust Company of Louisville have elected J. 
VanDyke Norman, Jr., as vice-president of the in- 
vestment department of both institutions. Mr. Nor- 
man has been engaged in investment statistical work 
since college graduation in 1927 and will collaborate 
on trust investments. 
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Glenn W. Lane of Fulton County has been ap- 
pointed deputy State banking commissioner for the 
unexpired term of Lloyd Clark, now on the public 
service commission. 


MAINE 

The Community Trust Company of York Village 
has opened, with George N. Baker as president. 
Branches are operated in Kittery and Ogunquit. 


South Berwick Trust Company opened recently at 
South Berwick, replacing the branch of the suspended 
Casco Mercantile Trust Company. 


First National Bank of Belfast has been granted 
full trust powers. 


MARYLAND 

Five banks have been organized which will re- 
ceive pro-rata deposits of the liquidated funds of the 
old Central Trust Company of Maryland. William B. 
Cutshall has been chosen president of the Western 
Maryland Trust Company of Frederick, and Ernest 
R. Shriber, vice-president. W. J. Kepler is presi- 
dent of the Valley State Bank of Middletown; 
George Remsburg heads the Walkersville Bank; Sid- 
ney Thompson, the Poolesville Bank, and Arthur G. 
Brown, the Sykesville State Bank. 


Waldo Newcomer, former chairman of the board 
of the Baltimore Trust Company and director of 
many industrial and financial concerns, died recently 
in Honolulu at the age of 66, after a notable career 
in the banking field. Trained in Baltimore panks, 
he became president of the National Exchange Bank 
which subsequently consolidated to form the Balti- 
more Trust Company, of which latter he was chair- 
man until 1932. 


Annapolis Banking & Trust Company, Annapolis, 
announces election of James H. Ellis as executive vice- 
president, succeeding Thomas H. Sherman. Mr. Ellis 
will direct the management until selection of a succes- 
sor to James A. Walton, who recently resigned the 
presidency. 


MASSACHUSETTS 

Berkshire Trust Company of Pittsfield announces 
the election of Myron F. Lord of Boston, as trust 
officer. He succeeds Ernest Waterman who resigned. 

Columbia Trust Company, Boston, announces ap- 
pointment of A. J. Poerter as vice-president and 
assistant. to the president. Mr. Poerter resigned his 
post with the Home Owners Loan Corp. which he 
organized for Massachusetts. 


Wilmot R. Evans, president of the Boston Five 
Cent Savings Bank and director of the Old Colony 
Trust Company, died recently at the age of 55 from 
heart attack. Mr. Evans was retiring president of the 
Massachusetts Bankers Assn. 


Union Trust Company of Boston has become a 
member of the Federal Reserve system. 


Gloucester National Bank, Gloucester, 
granted full trust powers. 


Russell G. Fessenden, for many years president of 
the former American Trust Company of Boston, has 
been named president of the Boston Five Cent Savings 
Bank. 


MICHIGAN 


Plans for liquidating remaining assets of the 
Guardian National Bank of Commerce of Detroit 
and terminating receivership have been approved by 
the Comptroller of the Currency. Formation of the 
liquidation corporation is contingent upon  share- 
holders raising $5,040,000 in settlement of stock 
assessments, and upon an additional R.F.C. loan to 
pay off those creditors and depositors who do not 
assign their claims to the new corporations. 


First Peoples State Bank has opened in Traverse 
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City, releasing $600,000 of restricted deposits. C. W. 
Collins, former official of the Peoples Wayne County 
Bank of Wyandotte, is cashier, and Reed Chapin is 
trust officer and assistant cashier. 

Lloyd G. Kirby, formerly vice-president and trust 
officer of the Union Industrial Trust Company of 
Flint and organizer of the Bankers Trust Company 
there, has become vice-president of Wendin & Com- 
pany, Detroit investment bankers. 


MINNESOTA 

Farmers National Bank of Wauseca has a new vice- 
president, C. W. Spaulding Jr., formerly vice- presi- 
dent of the First National Bank at Harvey. 


MISSOURI 

W. O. Crawford, formerly with the Mercantile- 
Commerce Bank & Trust Company of St. Loutfs, has 
joined the Mississippi Valley Trust Company as 
assistant vice-president. J. A. Weaver, vice-president 
of the latter company, has been acting also as secre- 
tary since the recent death of C. H. Turner. 


MONTANA 

First National Bank of Great Falls has elected W. H. 
Hoover as president, Sam Stephenson becoming chair- 
man of the board. E. O. Jenkins was named as vice- 
president. 


NEW JERSEY 

Directors of the Fidelity Union Trust Company, 
Newark, have elected Frank Lott an assistant trust 
officer, following fourteen years’ service with the 
company. 

Federal Trust Company of Newark announces elec- 
tion of David J. Connoly and Albert L. Martin, for- 
mer secretary-treasurer, to vice-presidencies. Mr. Con- 
noly had been manager of the Newark Clearing 
House Assn. 
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OFFICES IN PRINCIPAL CITIES 


First Camden National Bank & Trust Company 
of Camden has designated S. C. Kimble, former 
cashier, as a vice-president. Theodore Thompson is 
the new cashier. 


New Jersey Title Guarantee & Trust Company, 
Jersey City, announces appointment of Harry L. 
Deibert as assistant treasurer. 


NEW YORK 

Initial action under the new Stephens branch 
banking law was taken this month with approval 
of five branch offices by the Superintendent of Banks 
and the Banking board. Permission was given the 
Lincoln-Alliance Bank & Trust Company of Rochester 
to open a branch at Newark, N. Y. The Northern 
New York Trust Company, Watertown, has been 
authorized to open a branch at Alexandria Bay, 
which has been without banking facilities since clos- 
ing of the First National Bank of the Thousand 
Island. Union Trust Company of Rochester has re- 
ceived approval for branches in Sodus, Webster and 
Avon. Twelve other branch applications await action 
by the banking department and board. 


Power City Trust Company of Niagara Falls, a 
member of the Marine Midland group, has opened 
a new local branch. 


William R. White has been appointed a Deputy 
Superintendent of Banks for the State of New York. 

Manufacturers & Traders Trust Company, Buf- 
falo, has transferred assistant secretary Charles Mil- 
lard, Jr., from the New York City office to the in- 
vestment department at head office. 


Walter von Tresckow resigned recently from Cen- 
tral Hanover Bank & Trust Company where he was 
assistant vice-president in charge of trust develop- 
ment work. 


First National Bank & Trust Company of Free- 
port, L. I., recently advanced G. Edwin Heming 
from cashiership to a vice-presidency. 


Nassau County Trust Company, Mineola, L. I., an- 
nounces appointment of Franklin Simonson as as- 
sistant secretary. 


The Equitable Trust Company of New York an- 
nounces appointment of Arthur J. Ronaghan as act- 
ing president and Edward E. Steele as executive 
vice-president. The trust company recently became 
identified with Hayden, Stone & Co, interests through 
purchase by Charles Hayden, and has taken new 
quarters at 25 Broad Street. No announcement has 
been made of plans for future development, though 
it is believed that the company will act as a bank of 
deposit and will continue present trust business and 
the execution of registrarships and transfer agen- 
cies. Mr. Steele has been officially connected with the 
Equitable Trust Company since before its merger with 
the Chase National Bank and will also have super- 
vision of trust activities under the new manage- 
ment. Mr. Ronaghan is a mining company official 
and will act pending selection of a permanent presi- 
dent of the trust company. 


Bronx County Trust Company, New York City, has 
promoted Walter I. Conroy from auditor to comp- 
troller. 


NORTH CAROLINA 

First National Bank of Thomasville announces 
that T. Austin Finch, vice-president and director 
and local manufacturer, has been elected president 
to succeed the late John Lambeth. R. L. Pope was 
elected executive vice-president in addition to his 
trust officership. 


Security National Bank, Greensboro, has advanced 
Hugh P. Beal from cashier to vice-president, follow- 
ing resignation of Dr. John Berry. 


First National Bank, Mooresville, has elected Dr. 
G. W. Taylor as president and Dr. A. E. Bell as 
vice-president. 

R. M. Davis has been elected executive vice-presi- 
dent of the Bank of Wayne at Goldsboro. 


NORTH DAKOTA 

Dakota National Bank of Fargo reports election 
of William Stern as president to succeed his father, 
the late Alexander Stern. The new president had 
been a vice-president of the bank and is a aurector 
of the Northern & Dakota Trust Company at Fargo. 


OHIO 

Third National Bank & Trust Company, Dayton, 
announces appointment of L. E. Marcum, now as- 
sistant vice-president in the trust department, as 
successor to Don Switzer who recently resigned to 
become associated with the Todd Company of 
Rochester. 


Security Central National Bank at Portsmouth has 
chosen John J. Tierney as vice-president, following 
his recent resignation from the Ohio National Bank 
of Columbus. 

The Liberty Banking Company reopened recently 
in Fremont with E. S. Loose as president, and R. E. 
Bloker, cashier. 4 


PENNSYLVANIA 

The new Union National Bank, which opened in 
Reading to replace the Farmers National Bank & 
Trust Company and two other restricted banks, has 
as its president Ferdinand Thun, head of the Berk- 
shire Knitting Mills. William Y. Conrad, who has 
been vice-president of the Integrity Trust Company 
at Philadelphia, will be executive vice-president of 
the new bank. 





Complete Banking and Trust Facilities 


WM. A, STARK, Vice-President and Trust Officer 


te FIFTH THIRD [JNION TRUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


The National Bank & Trust Company of Erie 
which opened last month with capital of $500,000 
to succeed five restricted banks there, has made a two- 
million payment to depositors of the Second National 
Bank. Trust powers have been granted to the new 
company which is headed by A. G. Postlethwait, with 
A. E. Keim as treasurer. 


Farmers & Merchants Trust Company, Chambers- 
burg, has elected William S. Hoerner to succeed the 
late Walter Sharp as president. J. E. Miller, a direc- 
tor, has been elected to fill Mr. Hoerner’s former post 
as vice-president. 


The City National Bank, Pottsville, is scheduled 
to open September 1 after taking over the Merchants 
National Bank. John C. Lee will be president, Frank 
Mellet and George Schmeltzer, first and second vice- 
presidents. 


Traders Bank & Trust Company, Hazleton, opened 
recently as a reorganization of the American Bank & 
Trust Company. Capital and surplus are $525,000. 
John Yourishin is president. 


Farmers Trust Company in Middletown has elected 
Dr. Henry Rhodes president to succeed the late S, 
Cameron Young. 


United States National Bank in Johnstown has an- 
nounced the election of E. Raymond Scott as a vice- 
president. 


Following the recent passing of James S. Whit- 
worth, president of Vandergrift Savings & Trust 
Company of Vandergrift, Ralph C. George has been 
advanced to that position from secretary-treasurer. 
Mr. George is succeeded by Paul D. Miller. 


Fulton National Bank of Lancaster has promoted 
William E. Alexander to a vice-presidency and Henry 
F. Myers, Jr., to trust officer. 

Walter S. Hoke, of the Spring Grove Bank, has 
become assistant to President Brillhart of the E. P. 
Wilbur Trust Company of Bethlehem. 

The Hartley Banking Company, Bedford, has na- 
tionalized as the Hartley National Bank; J. Frank 
Russell, president. 


Farmers & Miners Trust Company, Punxsutawney, 
has purchased the assets of the conserved First Na- 
tional Bank of Timblin. 

First National Bank of Sharon is reconstructing 
a corner building to accommodate increasing busi- 
ness, with the trust department in modern quarters 
on the second floor. 


SOUTH DAKOTA 

Harry Dowdell of Mitchell has been appointed 
Deputy Superintendent of Banks for the State of 
South Dakota, succeeding A. E. Fossum who re- 
cently resigned. 


TENNESSEE 

Middle Tennessee Bank of Columbia announces 
election of Van Shepard as vice-president. He is 
succeeded as cashier by C. A. Ross. 

First National Bank of Memphis has moved the 
trust department to larger quarters on the mezza- 
nine to accommodate increased fiduciary business. 


TEXAS 

Capital National Bank, Austin, selected Walter 
Bremond, Jr., a vice-president, as acting president, 
following resignation of Eldred McKinnon. 

Citizens National Bank at Henderson has elected 
Hugh W. Wylie as active vice-president, in which 


position he succeeds J. A. Wise, now in Brown- 
wood. 


VERMONT 

Robert C. Clark, Commissioner of Banking and 
Insurance of Vermont, resigned that post recently to 
become an executive officer of the Bellows Falls 
Trust Company. G. H. V. Allen of the Allen National 
Bank at Fairhaven is acting as commissioner pend- 
ing appointment of Mr. Clark’s successor. 


VIRGINIA 

First National Bank of Strassburg announces elec- 
tion of Fred D. Maphis as president, succeeding 
the late David Yost. Mr. Maphis had been vice- 
president, to which position Henry A. Funkhouser 
has been elected. 

Peoples National Bank, Charlottesville, has chosen 
Harry Frazier, Jr., of Richmond to the post of 
assistant to the president, which he will assume 
September 1. 


WASHINGTON 

Security State Bank and Farmers State Bank of 
Newport have consolidated under the latter title and 
charter. ; 

The First Savings & Trust Bank has reopened at 
Colfax on an unrestricted basis. 

Union Bank & Trust Company of Walla Walla, 
of which Harry Lasater is president, announces elec- 
tion of Harold Davis of Colfax as cashier. 


WISCONSIN 

National Bank of La Crosse has named W. C, 
Hinterman as president, the post held by Henry 
Gund who now becomes chairman of the board. Mr. 
Hinterman had been vice-president of the North- 
western National Bank of Litchfield, Minn., until 
coming to La Crosse last year. 

H. W. Zummach has been elected first vice-president 
of the American State Bank at Milwaukee, of which 
he will be active head. William Bruce continues as 
president. 





PROTECTION OF FAMILY BUSINESS ENTERPRISES 
FROM DESTRUCTIVE TAXATION 
Trust Officials and Members of Bar Urged to Weigh Possible Methods of 
Solving Problem—Moderate Valuation Urged 


By C. E. KIMBALL, 


Trust Officer, Chemical Bank & Trust Company, New York. 


N the industrial States there are many 
incorporated family enterprises of 
moderate size which survive and 

prosper despite the competition of larger 
units, partly because of their location, but 
largely because of the enterprise and 
energy of the several owners. The capital 
of each of these enterprises and the out- 
side resources of the owners are not very 
great, although in the aggregate their 
continued existence is vital to the pros- 
perity of the country. 


The Attempt to Meet the Tax 


To the attorneys representing !such 
family enterprises, we put these ques- 
tions: 

Is it cheaper to withdraw part of the 
capital of the enterprise to pay the Gift 
Tax upon the transfer of stock ownership 
or to attempt to carry, on the lives of 
such of the owners as are insurable, the 
coverage necessary to pay the Estate 
Tax?! 

If it is cheaper to pay the Gift Tax 
now, and transfer stock ownership, is it 
possible or advisable to do this? 

In the absence of a special fund or 
insurance on the life of an owner of an 
interest in such a business, can his execu- 
tor on his death, withdraw from the busi- 
ness enough cash to pay the Estate Tax 
on the transfer of the stock, without en- 
dangering the credit or working capital 
of the enterprise? 

1The Gift Tax on a partial (25%) transfer of the 
stock of a million dollar enterprise would be about 
$10,000 at the 1934 rates, or $13,000 after December 
8lst, but aside from the loss of interest on these 
sums, there may be serious objections to such trans- 
fers founded on loss of control, credit standing or the 
premature death of the donee. As to insurance, from 
the tax table given later in the article, it would seem 
that the purchase of insurance to meet the Estate Tax 
on $1,000,000, i.e., about $178,000, involves an additional 
tax on the insurance proceeds (in excess of the special 
exemption) at the rate of approximately 28%, unless 
the policy is irrevocably assigned under the provisions 
of the Gift Tax, and arrangements made to have the 


cash payable to the executors, where it would be avail- 
able through a bona fide purchase and sale of assets. 


It will be recalled that insurance pur- 
chased to cover Estate Tax is itself sub- 
ject to tax, and if such insurance is ir- 
revocably transferred to a trustee, then 
the value assigned is subject to Gift Tax. 
To complete the circle, premiums paid to 
maintain the policies in the hands of the 
trustee, and even the interest paid on 
loans against such transferred policies 
would apparently be subject to Gift Tax. 
There is, therefore, no practical method 
for the owner to provide for the pay- 
ment of the Estate Taxes on family en- 
terprises which does not involve further 
taxation.” 


Valuation of Stock of Close Corporations 
Under Present Law 

The most complete, if the least obtain- 
able, remedy for this situation would 
seem to lie in an amendment to the Rev- 
enue Act or at the least a change in the 
Regulations under it, for valuing the 
common stock of small industrial cor- 
porations. 

The general provisions as to Valuations 
under the present Law appear in the Reg- 
ulations: 

“Art. 18—Valuations:—(1) General— 
The value of all property includable in the 
gross estate is the fair market value thereof 
at the time of the decedent’s death. The 
fair market value is the price at which 
property would change hands between a 
willing buyer and a willing seller, neither be- 
ing under any compulsion to buy or to sell. 

2 The author has not suggested that the estate of a 
resident who sells out or liquidates his business inter- 
ests and purchases an annuity or marketable securities 
is entitled to less consideration than the estate of a 
member of a family who has attempted to continue in 
business as an employer of labor or a purchaser of 
materials, but there is a clear implication that he be- 
lieves that under the present law the owner of a small 
enterprise is at a disadvantage. In this connection it 
is worth noting that certain forms of insurance and 
annuity contracts available to the owner who liquidates 
during his lifetime are sufficiently free from Income, 
Gift and Estate Taxes so as to seriously compete with 
the usual forms of trust transfers involving main- 


tenance of an individual stake in the welfare of the 
country. 
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Where the property is sold within a reason- 
able period after the decedent’s death, and 
it is shown that the selling price reflects 
the fair market value thereof as of the date 
of decedent’s death, the selling price will 
be accepted. Neither depreciation nor appre- 
ciation in value subsequent to the date of 
decedent’s death will be considered. All 
relevant facts and elements of value should 
be considered in every case. 

“Stock in a close corporation should be 
valued upon the basis of the company’s net 
worth, earning and dividend-paying capac- 
ity, and all other factors having a bearing 
upon the value of the stock. Complete 
financial and other data upon which the 
estate bases its valuation should be sub- 
mitted in duplicate with the return. 

“Where as to any particular security 
conditions of sale or ownership are such 
that the fair market value, determined, as 
already indicated, would not afford a proper 
basis for valuation, the Commissioner, on 
final audit, will establish the value by con- 
sidering all relevant factors. In any case 
where the estate contends that the value, 
if established by the general rules already 
given, is not the fair market value as of 
the date of death the evidence upon which 
it bases its contention should be filed with 
the return.” 

As a change in the method of taxation 
of stock in small industrial enterprises 
cannot be brought about without the sup- 
port of members of the Bar and trust 
officers, it is not the purpose of this ar- 
ticle to put forward any exclusive method 
of obtaining the necessary relief, so, as 
a preliminary to an investigation of this 
subject it is suggested that whenever 
stock in a “close corporation” is ap- 
praised, a flat percentage reduction in 
the valuation found be allowed, covering 
a fixed maximum dollar value of such 
stock held. A change in the method of 
valuation could be brought about by 
arbitrary administrative action under the 
present Act and Regulations, by amend- 
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ment to the Regulations or to the Act. It 
is felt that amendment to the Regulations 
would bring the necessary relief but 
without assurance of permanence. 


Required Degree of Liquidity Impractical 


The cumulative effect of the new taxes 
when taken with administration expenses 
is most difficult to illustrate because the 
fees of the executors, trustee and at- 
torneys for the administration of estates 
vary in different jurisdictions. However, 
the taxes against the estates of resi- 
dents of several of the industrial states 
are shown in the appended table, and 
it will be apparent that the total of cash 
required at the death of an owner will 
be difficult to meet. 

It is the common experience of bank- 
ers that the owners of family enterprises 
after a prolonged depression seldom have 
sufficient “outside” assets remaining to 
allow the payment in case of death of 
both the administration expenses and 
the taxes at the high rates now prevail- 
ing. There is substantially no market 
for less than a controlling interest in 
such a corporation. 

Small industrial and commercial cor- 
porations do not spring into existence 
over night or grow quickly to such size 
as to enable them to survive under pres- 
ent conditions. They are, on the con- 
trary, the result of enterprise of individ- 
uals. To tax the transfer of ownership 
of interests in such corporations at very 
high rates is to separate the control of 
these corporations from the individuals 
or families which have created and main- 
tained them. 

3A sliding scale of deductions decreasing with the 
increase in value of the interest transferred (whether 
under the provisions of the Gift or Estate Taxes) 
would no doubt be suggested as more equitable, but 
the discussion incident to the fixing of such a scale 


would possibly obscure the importance of obtaining the 
relief. 


STATE AND FEDERAL TAXES AFFECTING TRANSFER 
OF PROPERTY BY WILL OR INTERSTATE LAW 


Amount Passing New Jersey 
from Father and 
to Son Federal 


$250,000 $22 ,650 
500,000 71,050 
750,000 129,150 

1,000,000 196,850 
2,000,000 530,450 


New York 


an 
Federal 
$19,150 

62,550 
115,650 
178,350 
486,950 


Connecticut 
and 
Federal 


$21,850 


461,100 





The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 





TRUST EXAMINATION QUESTIONS 


New Form for National Bank Examiners Adopted Also by 
Federal Reserve Banks for Examination of Member 
State Banks and by F. D. I. C. 


Bank Examiners when examining 
trust departments became effective 
July 1, 1934. TRUST Companies Magazine 
is advised that the same form was adopted 
by Federal Reserve banks for use in con- 
nection with their examinations of mem- 
ber State banks having trust depart- 
ments, and by the Federal Deposit Insur- 
ance Corporation in connection with the 
examinations of non-member banks. 
The questions which appear on the new 
form used by National Bank Examiners 
[other than blanks for tabulated reports 
of Private Trust Accounts, Court Trusts, 
and Corporate Trusts] follow: 


: NEW form for the use of National 


What fiduciary powers have been granted to the 
institution ? 

What fiduciary powers are now being exercised? 

Does the trust department transact any business 
which should properly be transacted in other de- 
partments of the bank? 


Does State law require pledge of security with State 
autorities, and, if so, has the institution complied 
therewith? 


Has the institution established a separate trust de- 
partment under management of officer or officers 
designated by, and whose duties are prescribed by, 
the board of directors? 


Does the trust department keep a separate and dis- 
tinct set of books and records of all fiduciary ac- 
tivities, both individual and corporate, and are 
such records adequate and so kept as to permit a 
thorough and satisfactory examination? 


Are securities held in trust kept separate and dis- 
tinct from securities owned by the bank, and are 
such securities properly segregated for the various 
trusts to which they belong? 

Do minutes of board of directors or trust committee 
record acceptance of all trusts taken by the bank? 

Is written report of all trusts closed out made to, 
and recorded in minutes of, the board of directors 
or trust committee? 

Is opinion of competent counsel obtained and filed in 
connection with all important matters pertaining to 
trusts, both individual and corporate? 

List principal officers and committees of the trust 
department and describe briefly their functions. 

Number of individual trusts 

Are there on file— 

(a) Original instruments creating each trust or 
properly authenticated copies thereof? 
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(b) Original or certified copies of inventories and 
appraisements ? 


(c) Proper releases or receipts for either partial 
or full distribution of trust assets? 


Are reports of account properly filed with courts 
and/or others entitled thereto? Are copies of such 
reports on file? 


Are all purchases and sales of trust investments and 
other matters of importance authorized or ap- 
proved by the directors or a committee of same, 
specially designated for that purpose? 


Describe the procedure in effect for periodically ap- 
praising and reviewing trust assets for the purpose 
of determining their current value and whether or 
not they should be retained. 


Are all investments of trust funds made in strict ac- 
cordance with state fiduciary laws, court orders or 
provisions of trust instruments? Comment on any 
unauthorized or illegal investments. 


Where investment of trust funds is left to the dis- 
cretion of the institution, in what class of securities 
are investments made? 


Do trust investments include any loans to any di- 
rectors, officers, or employees of the institution? 
If so, list and comment. 


Are trust funds invested in securities of concerns in 
which directors, officers or employees are inter- 
ested? If so, list and comment. 


Has the trust department purchased for investment 
of trust funds any securities issued or guaranteed 
by an affiliated interest or in the distribution of 
which the bank or any affiliated interest has par- 
ticipated? 

Has the trust department, in any case, purchased 
from any other department or affiliated interest 
any investments for trust funds? If so, give full 
explanation. 


From what sources are trust investments purchased? 
Do trust investments include any stock of the bank? 


If so, state amount, how acquired, and under what 
terms held. 


Where the institution acts as co-fiduciary are all 
assets in its possession and is the accounting and 
management under its direction? 


Are proper authorizations obtained from co-fiduciaries 
before important action is taken? 


Are advances to trust estates improperly made from 
funds belonging to other estates? If so, give de- 
tails. 


Are proper records kept of all liabilities of the trusts 
to various creditors and of all trust assets pledged, 
or held elsewhere than in the trust department? 

How often are audits or examinations of the trust 
department made by or for the directors? Are they 
complete ? 
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Has the institution given any guarantees or assur- 
ances of any nature in connection with its trust 
activities ? 
Insurance trusts for which bank has been named 
trustee but which have not yet become operative: 
Number Face amount of policies held 
thereunder $ 


Stocks and Bonds 


Are negotiable assets safeguarded by being placed 
in the joint custody of at least two bonded officers 
or other employees designated by the directors? 

(a) Do bonds of officers and other employees of trust 
department now in force adequately cover their 
duties as such? 

Upon whose order are securities released from the 
vault and is a permanent record maintained of all 
negotiable assets deposited or withdrawn from the 
vault? 

Where stocks and bonds are considered valueless or 
without a ready market, is it the practice to list 
them on the asset record with a carrying value? 

How does the policy employed with reference to the 
amortization of accumulated premiums and dis- 
counts on bonds purchased affect the corpus of the 
trust? 

List or comment on stocks and bonds which are not 
registered in the name of the institution in its 
full fiduciary capacity which could be properly 
registered as such. 


Real Estate Mortgages 


Specify all mortgages (other than those received “in 


kind’) not accompanied by proper documentary 
evidence of title and priority of lien. 

Are written appraisals on file, showing the value of 
land and improvements separately? 

State whether such properties are inspected and re- 
valued in writing by competent appraisers. 

8a. How often? When last done? 

What percentage of valuation is fixed as limit for 
mortgage loan? 

State cases where insurance coverage seems inade- 
quate, giving pertinent details. 


State whether payments of taxes and assessments are 
verified at stated periods. 

Comment on mortgage loans in arrears of principal 
and/or interest, giving such detailed information 
as is considered advisable in the circumstances. 


Are payments on principal and/or interest properly 
indorsed on mortgage notes and participation cer- 
tificates held? 

Are participation mortgages and certificates in proper 
form and is an adequate record of the latter 
maintained? 


Real Estate 


Is real estate entered upon the asset records at a 
value? If so, is it carried at assessed, appraised or 
nominal values? 


Does the institution protect its heneficiaries and it- 
self by providing for adequate fire and liability 
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insurance? If not, is a written request for not so 
doing secured from the proper interested persons? 


Miscellaneous Assets 
Are all miscellaneous assets properly entered on trust 
records immediately upon their receipt and not 
charged off until sale or distribution is made? 
Are payments on account of principal and/or inter- 
est properly indorsed on notes? 


Overdrafts and Advances 


Were the reasons for granting, and circumstances 
surrounding each principal overdraft ascertained? 

Give details in connection with unsecured principal 
or income overdrafts. 

List all income overdrafts of at least five months 
duration. P 

List all habitual principal overdrafts, or any other 
large or unusual overdraft. 


Due from Banks 
(Individual and Corporate Trusts) 


When trust funds are deposited in other banks are 
they placed therein as individual deposits in the 
name of the institution in its fiduciary capacity? 
If not, did you instruct? 

How often are bank balances reconciled? 

Are reconcilements made by someone other than the 
person who keeps the bank account? If not, are 
reconcilements checked by someone else? 

Is a distinctive check used for disbursements of 
trust funds? Are checks effectively canceled and 
properly filed? 

Has bank deposited with trust department U. S. 
bonds or other securities approved by the Federal 
Reserve Board sufficient to cover trust funds 
awaiting investment or distribution and deposited 
by this department in the banking department? 
List securities pledged. If collateral insufficient did 
you obtain correction? 

Are trust funds deposited in other banks protected 
by deposit insurance? 

Are available cash balances of trust funds promptly 
invested. Comment on any balances held for an un- 
reasonable period without investment. 


Corporate Trusts 


No. of corporate trusts 


Are careful preliminary investigations made 
the acceptance of corporate trusteeships? 


before 


Is opinion of counsel in regard to the legality of each 
corporate issue on file? 
Are the following papers on file for each corporate 
issue ? 
(a) Original instrument creating each trust or 
properly authenticated copies thereof? 
(b) A copy of the certificate of incorporation, cer- 
tified to by the appropriate State authorities? 
(c) A certified copy of the minutes of the first 
meeting of the stockholders to prove that the 
corporation has actually commenced business? 
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(d) A certified copy of the minutes of the meeting 
at which the issue was authorized and the ap- 
pointment as trustee was made? 


(e) Specimen signatures of the officers of the cor- 
poration authorized to sign the issue? 

Are the various provisions of all trust agreements, 
which set forth the duties and obligations of the 
trustee, complied with? 

Are there on file— 

(a) Receipts for bonds certified and delivered? 


(b) Receipts for bonds canceled and returned to 
obligor companies ? 


(c) Cremation certificates for bonds destroyed? 


Are satisfactory records of corporate trusts main- 
tained? 


Is a satisfactory internal audit of corporate trusts 
maintained ? 


Transfer Agent or Registrar 


Number of transfer accounts Registrar 
accounts 


Are satisfactory records of such activities maintained? 

Are careful preliminary investigations made before 
acceptance of such accounts? 

Is proper evidence on file showing approval by State 
authorities of security issues? 


45 YEARS 


IN FIDUCIARY 
SERVICE 


In estate management and other 
types of fiduciary service four 
and a half decades of broad ex- 
perience qualify The Northern 
Trust Company, Chicago. It 
invites your correspondence 
upon the basis of its record 
through the years. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND 
MONROE STREETS, CHICAGO 


Are there on file certified copies of the minutes of 
the meetings at which the appointment of the 
bank as transfer agent or registrar was approved? 

Are specimens of signatures on file of the officers of 
the corporation authorized to sign issues? 


Trust Department in General 
Earnings 

Are adequate records maintained of earnings from 
trust department activities? 

Are such earnings shown in proper columns in earn- 
ing and dividend reports and trust department call 
reports? 

If not, did you instruct bank? 

List below annual gross earnings and expenses of 
bank from trust department operations each fiscal 
year for the past five years: 

List all branches of bank administering trusts at 
time of this examination. 


In the space provided for the criticisms, 
remarks and recommendations of the Ex- 
aminer appears the following: . “Include 
comments on any pending or threatened liti- 
gation in which the bank is involved on ac- 
count of any fiduciary relationship.” 





ONLY THE BEST 
Is GOOD ENOUGH 


When purchasing an investment you look for 


Safety 
Marketability 


Income 


In other respects one bond may be as good as 


another. 


When establishing a reserve city bank con- 
nection, be sure the service at your command 
includes 


Long experience 
An extensive list of direct connections 


Efficiency of operation 


It is in these matters, chiefly, that banks differ. 


soe REED ccc 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803; 
PHILADELPHIA, PA. 
Capital and Surplus $30,000,000 





FIDUCIARY PROBLEMS AFFECTED BY PROPOSED 
COMMERCIAL TREATY WITH RUSSIA 
Chairman of American Bar Association’s Committee Discusses Provisions 
of Special Interest to Corporate Fiduciaries and Calls for Their Cooperation 


By FRANKLIN F. RUSSELL of the New York and New Jersey Bars 


Introduction 


HE recognition of Soviet Russia 
by the United States has brought 
to the front several complications 
arising out of the administration of es- 
tates of American citizens who die domi- 
ciled in Russia, and vice-versa. There are 
also other Russian problems of interest 
and importance to trust men. Some of 
these problems were discussed at a meet- 
ing of the Section on International and 
Comparative Law of the American Bar 
Association at Washington last May. The 
meeting seemed almost if not quite 
unanimously of the opinion that the pos- 
sibility of confusion arising out of such 
cases was so great that as many of them 
as possible should be covered in a com- 
mercial treaty. Accordingly, a committee 
was appointed to draw up a report of 
various matters which should be covered 
in a proposed commercial treaty between 
the United States and the Soviet, and the 
report of this committee will be pre- 
sented at the annual convention of the 
American Bar Association, which will be 
held at Milwaukee a few days after this 
issue of TRUST Companies Magazine ap- 
pears. 

The writer, who is chairman of the 
above-named committee, believes that 
the following matters covered by the re- 
port are of interest and importance to 
corporate fiduciaries. The necessity for 
their inclusion in the report arises solely 
because of the fundamental differences 
between the social, economic and legal 
regimes of the two countries. These sub- 
jects are: 

I. Provisions as to testamentary and 
intestate succession of nationals of one 
country dying domiciled in the other; 

II. The taxation of such estates; 

III. Problems other than those of es- 
tates, including (A) the immunity of 
Soviet trading agencies or departments 
from suit and execution; (B) the pro- 
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posal that certain sections of the Soviet 
Civil Code shall not apply to transactions 
to which Americans are parties, because 
their peculiarly socialistic nature would 
create great confusion and uncertainty; 
and (C) the proposed provisions as to 
the arbitration of commercial disputes 
involved in transactions between Ameri- 
can merchants trading in or with Russia. 

While the matters under III are per- 
haps of more importance to the banking 
departments of corporate fiduciaries, 
nevertheless the trust departments as 
well are certain to be interested should 
they act as executor or trustee or in some 
other fiduciary capacity to a man who 
engaged in extensive business in or with 
Russia, or who owned stock in corpora- 
tions so engaged in business. 


Succession After Death—Different Theories 
of Succession in Effect in the United States 
and Russia 
A. The United States 


Our law of succession after death, 
intestate or testamentary, is based upon 
the law of the English ecclesiastical 
courts, which in turn is based upon Ro- 
man law. At civil law, intestate succes- 
sion undoubtedly was earlier historically 
than testamentary succession, which 
probably was allowed at first only if the 
testator had no near relatives. 

The underlying theory of the Roman 
law of succession was that of family 
ownership of property. Near relatives of a 
decedent were regarded as having some- 
thing akin to an inchoate right to the 
property which the decedent paterfamil- 
ias managed during his life time. This 
theory of family ownership was so strong 
that it affected many phases of the mak- 
ing of wills and the administration of 
decedents’ estates. It is the foundation of 
the institution of the legitime, in effect in 
civil law countries, as a result of which a 
man with certain near relatives, such as 
a wife and children, is compelled to leave 
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them a certain proportion of his estate, 
unless some good statutory reason exists 
for not doing so, e.g., if a son has been 
convicted of a serious crime. 

With one notable exception, American 
courts, in upholding the constitutionality 
of transfer taxes or other death duties, 
have taken the position that the right to 
succeed to property upon the death of a 
relative or other benefactor is not a nat- 
ural right (whatever that may be) but is 
a right conferred by statute of the state; 
hence this right may be taxed by the 
state. Probably the right of succession 
could legally be abolished by the state 
altogether, theoretically at least. Cer- 
tainly this right may be taxed almost if 
not quite up to the confiscation point. 


B. Russia 


Soviet Russia originally abolished the 
right of succession altogether. Subse- 
quently, it was reinstated within very 
narrow limits in cases of surviving 
spouses, children and dependents. Thus, 
an unmarried man with brothers and sis- 
ters who are not dependent upon him 
cannot leave them any of his property, 
even by will; the property will be taken 
by the Soviet state. Whether the Soviet 
takes as sovereign or as ultimate heir is 
probably important only for the purpose 
of determining whether or not the So- 
viet, being a sovereign, could be com- 
pelled to pay a transfer tax or death duty. 
Since it has been held that an American 
state may properly levy a tax upon a 
bequest to the United States govern- 
ment, it is difficult to conceive of any 
American court putting the Soviet gov- 
ernment in a more favorable position 
than the United States government. 


Nationals of One Country Dying Domiciled 
in the Other 


The common law, as all trust men 
know, distributes the property of a de- 
cedent in accordance with the law of his 
domicile, with some important excep- 
tions, chiefly land. A will must be of- 
fered for probate in the state and county 
in which the decedent died domiciled. 
Every person has one, and only one domi- 
cile, though of course it may be difficult 
to determine from the facts what that 
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domicile is, since one of the elements of 
domicile is intention and “the mind of 
man is not triable.” Several civil law 
countries, on the other hand, take na- 
tionality and not domicile as the test for 
distribution of an estate. These conflict- 
ing theories have occasionally led to some 
interesting complications such as the 
doctrine of the renvoi; for example, an 
American citizen dies intestate, domi- 
ciled in France, leaving property in New 
York. The New York courts distribute 
the property according to the law of his 
domicile, France; and French law de- 
creed that the property of foreigners who 
die residents of France should be dis- 
tributed according to the law of the de- 
cedent’s nationality. This situation has 
been described as battledore and shut- 
tlecock, or lawn tennis applied to law. 

Russia, generally speaking, is a civil 
law country. When Napoleon conquered 
it (in part for a while) his influence 
stimulated the growth of a belief in the 
desirability of a code, which survived his 
downfall. About twenty years later a 
Russian code was put into effect, but in 
its interpretation it acquired strong 
Germanic as well as Roman elements, due 
to the fact that Russian law students 
frequently studied in Germany, where the 
law, though based largely upon civil law, 
nevertheless has strong native or Teu- 
tonic elements. The Soviet of course has 
made many changes in the law, but Rus- 
sian law is still predominantly civil law. 
Hence it is but natural that there should 
persist the test of nationality as the de- 
cisive element in the administration of 
decedents’ estates. 

There is another complication which, 
unless provided for in a treaty, would be 
certain to vex trust men and others inter- 
ested in the administration of estates. 
This complication involves a slight di- 
gression on the subject of the classifica- 
tion of property. 

A. The common law classification of 
property into real and personal from a 
purely technical or historical standpoint 
simply means that “real property” is that 
type of property in respect of which the 
English courts many centuries ago gave 
a so-called “real action,” contrasted to a 
so-called “personal action.” Through a 





TStatedee 1 


misunderstanding of Roman law, the 
English judges refused to give a real ac- 
tion for the recovery of leaseholds; hence 
leaseholds today are personal property in 
most common law jurisdictions. In the 
words of Maitland, “English law for cen- 
turies was to rue this youthful flirtation 
with Roman law.” 

B. On the other hand, the civil law 
divides property into immovables and 
movables. Leaseholds, which are personal 
property at common law, are of course 
immovables. Most writers on conflict of 
laws, including common law authors such 
as my old instructor, Professor Dicey, 
emphasize the classification of immov- 
ables and movables, rather than the com- 
mon law classification of real and per- 
sonal property. For example, in a leading 
English case the court distributed for- 
eign leaseholds in accordance with the 
law of the place where the land covered 
by the leaseholds was located, rather than 
in accordance with the law of England, 
which was the domicile of the decedent. 

There are several interests in land in 
civil law countries which have no coun- 
terparts at all in common law. The legal 
concepts underlying these interests sim- 
ply cannot be translated into terms of 
the common law, any more than some of 
the gods and goddesses of Hindu or 
Egyptian mythology can be translated 
into counterparts of Greek or Roman 
mythology. Real property law in common 
law countries is based upon the feudal 
system — in civil law countries it is 
alodial. 


C. It therefore seems desirable to use 
in a treaty the classification of immov- 
ables and movables, rather than real and 
personal. One reads in texts on conflict of 
laws that the question of how a particu- 
lar piece of property should be classified 
is to be determined by the law of the 
place where the property is located; for 
example, if a perpetual lease—the Roman 
law emphyteusis —on Japanese land is 
considered an immovable under Japa- 
nese law, Japanese law alone should gov- 
ern. On the other hand, there are some 
dicta in some tax cases to the effect that 
the taxability of a certain piece of prop- 
erty depends upon the joint effect of the 
law of the state of the domicile and the 
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law of the place where the property is 
located. What this means in case of a 
clear conflict is quite obscure; for exam- 
ple, in some civil law countries cattle 
which are habitually kept on a certain 
cattle ranch are considered “immovables 
by destination,” just as slaves in Louisi- 
ana prior to the Civil War were regarded 
as immovables. If a New York resident 
died, owning an Argentine farm with 
cattle on it, would the estate have to 
pay a tax in respect of the cattle either 
to New York or to the United States, 
upon the theory mobilia personam se- 
quuntur? If, under American law, cattle 
are personal property (or movables) and 
under Argentine law they are immovables 
(by destination or otherwise), just what 
is the joint or combined effect of the two 
laws, within the meaning of the dicta 
just mentioned? One clearly neutralizes 
the other. 


D. Russia has practically abolished the 
right of private ownership in land or 
immovables, the state itself being the 
sole owner of land. However, it has re- 
tained the civil law institution of super- 
ficies, which is the right of a man to build 
or own a house or building upon land 
which is owned by some one else, not- 
withstanding the general rule (in effect 
at common law as well in the absence of 
a special agreement) that the owner of 
the land owns the buildings upon the 
land. As a result, if an American oil 
company desires to erect a refinery in 
Russia, it cannot purchase land, as it 
could in pre-war days; it leases land for 
a long term at a low rental, and there- 
upon erects its refinery. 
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Hypothetical Case of An Unmarried Ameri- 
can Citizen Dying Domiciled in Russia, 
Leaving Property in America and Brothers 
and Sisters Who Are American Residents 


A. In Case of Intestacy 


Assume that an American engineer, a 
wealthy bachelor, goes to Russia for an 
indefinite period, and dies intestate in 
Russia, domiciled there. At the time of 
his death he has some brothers and sis- 
ters, who are not dependent upon him 
financially, and who are residents and 
citizens of New York State. The decedent 
at the time of his death had a bank ac- 
count in a New York bank, certificates of 
stocks and bonds of American and other 
corporations kept in a New York City 
safe desposit company, and some real 
estate in New York. He also had some 
money and securities in Russia, and 
owned a leasehold of Russian land, the 
fee simple (to use a common law term) 
of which was in the Soviet. His national- 
ity is easily provable by his passport, and 
(let us assume) there is no doubt about 
his Russian domicile. A New York court 


is called upon to distribute his property. 
What would be the conflicting claims, in 
the absence of treaty? 


1. The Soviet, through its representa- 
tives, may claim the New York property. 
It argues as follows: (A) Decedent died 
domiciled in Russia; (B) under Ameri- 
can law in general and New York law in 
particular, the law of the domicile gov- 
erns the distribution of movable or per- 
sonal property. (We will waive tempo- 
rarily the question of leaseholds.) (C) 
Under Russian law, the Soviet state 
takes the property, because decedent left 
no relatives of the class which Soviet law 
permits to take. 


2. The brothers and sisters argue as 
follows: 


A. Conceding the general applicability 
of the arguments of the Soviet, never- 
theless the Soviet is entitled to the prop- 
erty only upon the theory that New York 
courts will give extra-territorial effect 
to Soviet laws; 


B. New York courts are not bound to 
give effect to foreign laws if to do so 
would be contrary to the public policy of 
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New York; and New York courts have 
recently refused to enforce or recognize 
Soviet laws or decrees upon that ground; 


C. The Soviet law abolishing succes- 
sion in all but a few cases is contrary to 
the spirit and public policy of New York 
law in particular and American law in 
general; 


D. To give the property to a foreign 
government—especially one whose ideals 
are so foreign to those of America—at 
the expense of New York residents and 
citizens who may be in need of the prop- 
erty would outrage public opinion mere- 
ly for the sake of adhering to a legal 
theory concerning domicile. 

It will probably be admitted that there 
is considerable weight and plausibility 
in both arguments. This being so, it is 
almost certain that different American 
courts would hand down different deci- 
sions, thus adding to the uncertainty of 
the law, and making it impossible for 
lawyers to advise clients whether to fight 
or to settle in a particular case. The set- 
tlement or avoidance of this potential 
difficulty by appropriate provisions in 
the treaty is clearly indicated. 

As to land, the situation is compara- 
tively simple, in view of the general rule 
that land devolves in accordance with the 
law of the place where it is located. 
Logically, the same thing should be true 
of leaseholds, but some American judges 
are so accustomed to distributing per- 
sonalty in accordance with the law of the 
domicile, and thinking of leaseholds as 
personalty, that we may expect conflict- 
ing decisions in this respect, unless some 
treaty provision is made. 


B. Testamentary Succession 


So far we have been considering in- 
testacy. If the decedent leaves one or 
more wills—e.g., one will covering Amer- 
ican property, and another will covering 
Russian property — additional complica- 
tions might ensue. It is quite common 
for a man who has extensive holdings of 
land and other property in two different 
countries to make two wills, each limited 
to property located in one country. Some 
English cases hold that the two wills to- 
gether make but one testamentary dis- 
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position, but there are some obvious 
complications arising out of that theory. 

Suppose, for example, that an English- 
man owned land and other property in 
Cuba, and made a Cuban notarial will 
which, under Cuban law, automatically 
becomes probated the moment of his 
death, without any intervening time be- 
fore the offering of the will for probate, 
as a result of which many questions 
familiar to common lawyers experienced 
in the administration of estates are 
avoided; and suppose also that the Eng- 
lish will created various trusts, and trusts 
are of course unknown to civil law. What 
happens ? 

Assume that our hypothetical unmar- 
ried American citizen, domiciled in Rus- 
sia, leaves a Russian will, giving all of 
his Russian property to his sister, and 
also leaves an American will, giving all 
his American property to his brother. 
Assume further that he has no creditors. 
If the two wills are to be considered in 
legal contemplation as one instrument, 
what is the result? The Russian will is 
void under Russian law, and Russian law 
ordinarily would control, since the testa- 
tor was domiciled in Russia. Ordinarily, 
when a foreigner dies leaving New York 
property, an ancillary administrator is 
appointed in New York and, after pay- 
ment of debts and taxes, he remits the 
estate to the principal executor or admin- 
istrator abroad. A surrogate or probate 
judge would think it very strange that 
objection should be made to the admis- 
sion to probate of a thoroughly orthodox 
will executed by an American citizen and 
covering American property only. One 
possible argument in favor of admitting 
the American will might be that the 
testamentary disability under Russian 
law of an unmarried person is in the na- 
ture of a penalty which has no extra- 
territorial effect and will not be enforced 
in other jurisdictions. But, in rebuttal it 
might be argued that in so far as the 
American will covered personal property, 
Russian law governed, upon the prin- 
ciple mobilia personam sequuntur. 

I hope that the foregoing has convinced 
the reader that the complications pos- 
sible, if no provision at all is made in the 
treaty, would rival those of P. G. Wode- 
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house at his best. While the writer is nat- 
urally sympathetic towards most situa- 
tions which will hold out to lawyers some 
promise of opportunities for future busi- 
ness, and to law school professors a pros- 
pect of a chance for the exhibition of 
profound if at times pedantic theories, 
nevertheless fiduciaries, corporate and 
otherwise, are, or at least ought to be, 
concerned chiefly with the economical and 
efficient administration of the estate of a 
decedent, and desire expense, uncertainty 
and delay to be kept down to a minimum. 


Suggested Treaty Provisions In Respect of 
Succession 


1. For reasons already given, the terms 
“jmmovable” and “movable” should be 
used, rather than “real” and “personal” 
in referring to property. Succession, 
testamentary or intestate, to property 
left either in the United States or Russia 
should be governed (a) in respect of im- 
movables, by the law of the country in 
which the immovables are situated; 
leaseholds should be considered immov- 
ables; and in Russia buildings and hered- 
itary rights to use land for building 
purposes (the equivalent of the civil law 
superficies) should be considered im- 
movables and all other property mov- 
ables; (b) in respect of movables, by the 
law of the country of which the decedent 
was a citizen at the time of his death. 

A special provision should be inserted 
in the treaty to cover the cases of the 
thousands of citizens or subjects of the 
former Russian Empire who fled Russia 
after the Bolshevist Revolution. Many 
have not acquired American citizenship 
for one reason or another, such as illegal 
entry into the country, carelessness or 
procrastination, or sentimental loyalty to 
the Czar. A Soviet decree of December 
15, 1921 refused to consider such persons 
as citizens of the Soviet state. Conse- 
quently, some provision should be made 
in respect of them. There have been some- 
what similar cases in the past of men 
without a country; to cite one famous 
case, an Austrian citizen became natural- 
ized in England and, as a result of al- 
legedly unpatriotic conduct in England 
during the war, his naturalization was 
revoked by England. He of course had 
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abandoned his Austrian citizenship upon 
becoming a naturalized Briton, and he 
unquestionably lost his British citizen- 
ship by the action of the British govern- 
ment in revoking his naturalization. 

By a process of elimination, if such na- 
tive Russians have no citizenship, or 
(and it amounts to the same thing, from 
the standpoint of speed in administering 
an estate) citizenship is difficult to estab- 
lish, the only alternatives left are to ap- 
ply either the law of the last domicile or 
the law of the place where the assets are 
located. But there are obvious complica- 
tions involved in applying the law of the 
situs of the property. Tax cases have 
illustrated the difficulties in the way of 
deciding what is—or should be—the situs 
of bonds, corporate stock, choses in ac- 
tion, mortgages, etc. It is therefore sug- 
gested that in the case of these “men 
without a country” the law of the last 
domicile be the test. 


Taxation of Decedents’ Estates 


The taxation of estates of nationals of 
one country dying in the other presents 
many familiar and complicated problems. 
It is not too cynical to say that at the 
present time governments assert the 
right to tax economic interests of one 
sort or another upon any theory likely to 
produce results in the particular case. 
The League of Nations has been grap- 
pling with the question of double taxa- 
tion for several years, with the assistance 
of many of the outstanding tax experts 
of the world, but with few tangible re- 
sults. The principles of nationality and 
of territoriality may conflict; eg., a 
Russian comes to America and builds up 
a fortune here, but preserves his nation- 
ality. Prima facie, New York and the 
United States should have the right to 
levy a tax. On the other hand, it would 
seem grossly unfair for New York, for 
example, to levy a tax upon some valu- 
able jewels or paintings of a Russian who 
died suddenly in New York while en route 
from, say, Boston to San Francisco. 

While individual cases of injustice will 
appear, in the long run both the United 
States and Russia would probably be sat- 
isfied with the provision that immovables 
would be taxable solely by the country in 
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which they are located, and movables 
would be taxable solely by the country of 
which the decedent was a national, or, in 
the case of Russian expatriates previ- 
ously mentioned, the country of domicile 
at the date of death. This is consistent 
with the suggestions as to the devolution 
of estates. Occasional cases in which the 
United States, for example, would lose 
taxes on the local estates of Russians 
domiciled here would be counterbalanced 
by other cases in which the United States 
would collect taxes from the estates of 
Americans dying domiciled in Russia. It 
is probable that in the immediate future 
the balance will be on the side of the 
number of American nationals dying 
domiciled in Russia. 

To avoid any possible dispute, the 
treaty might also provide that the ques- 
tion of whether any particular piece of 
property is movable or immovable should 
be determined by the law of the place 
where the property is located at the time 
of death. This is the general rule in con- 
flict of laws. This might necessitate some 
supplementary legislation, both federal 
and state, to prevent tax evasion or 
avoidance. For example: a Russian domi- 
ciled in New York desires to buy some 
New York real estate, but, in view of the 
proposed treaty provision just suggested, 
forms a holding company, takes title to 
the real estate in the name of the holding 
company, forms a second holding com- 
pany under the laws of that celebrated 
tax haven, the Principality of Lichten- 
stein, and exchanges the stock of the New 
York holding company for stock of the 
Lichtenstein company, and keeps all the 
stock outside of the United States, e.g., 
in Lichtenstein. His estate should not be 
able to escape taxation in respect of the 
land because of this legal legerdemain 
and hocus-pocus. 


Other Russian Problems Apart from Succes- 


sion of Interest to Fiduciaries 


A. So far we have been concerned solely 
with estates of decedents. But corporate 
fiduciaries, especially those located on the 
Atlantic and Pacific seaboards, might 
very easily become involved in unusual 
problems because of the nature of the 
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Soviet state and its practical abolition of 


private trade, practically all Russian 
commercial and industrial activities be- 
ing carried on by the state through its 
departments, organizations and, in for- 
eign countries, trade agencies, such as the 
Amtorg Trading Corporation of New 
York. The chief problem raised by the 
fact that the Soviet itself, de facto if not 
de jure, engages in trade is whether or 
not these governmental agencies may be 
sued and their property levied upon in 
case a judgment is obtained against 
them. It is an ancient and well-estab- 
lished rule of international law that ordi- 
narily a government cannot be sued 
without its consent, and the complicated 
question arises as to whether one of these 
Soviet agencies is the Soviet itself with- 
in the meaning of this old rule of inter- 
national law and whether it has waived 
its sovereign immunity by engaging in 
trade. To avoid uncertainty, the sug- 
gested treaty, speaking generally, con- 
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tains a waiver on the part of the Soviet 
of immunity from both process and exec- 
ution in respect of these agencies which 
are engaged in private business. 


Although this matter ordinarily would 
concern the banking and not the trust 
department of a corporate fiduciary, it 
might easily happen that an American 
importer or exporter might die suddenly 
in the midst of some business negotia- 
tion or contract, and the executor might 
have to carry on the transaction or busi- 
ness, especially if requested or directed 
to do so in the will, at least for a short 
time. Again, corporate fiduciaries might 
find themselves the legal owners of sub- 
stantial blocks of stock in corporations 
which do a Russian business. These pro- 
posed provisions are therefore of great 
importance to corporate fiduciaries. 


B. There is another provision in the 
suggested treaty which deserves the care- 
ful attention, and, it is submitted, the 
support of corporate fiduciaries. There 
are many fundamental differences be- 
tween the legal systems of the United 
States and the Soviets, so that attorneys 
advising clients who are involved in trade 
disputes would find great difficulty in 
recommending a fight or a settlement. 
For example, three sections of the Soviet 
Civil Code—Sections 1, 30 and 147—re- 
flect the socialistic nature of the Soviet 
regime and of course have no counterpart 
in the capitalistic legal system of this 
country, which (among other things) 
stands for the protection of private rights 
and property. Section 1 provides in effect 
that private rights are not protected if, 
in the opinion of the court, their protec- 
tion would be contrary to the social- 
economic policy of the state. Section 30 
provides, in effect, that a transaction 
even though it may be entirely legal is 
null and void ab initio if the parties to 
the transaction knew at the time of its 
making that it might result in an obvi- 
ous detriment to the state. Section 147 
provides that any profit made by a party 
to such a transaction shall revert to the 
Soviet. In the interest of certainty, it is 
most important that the treaty provide 
that these sections shall not apply to 
transactions to which Americans are 
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parties, unless, in the case of Section 1, 
a general law has been passed making 
certain transactions illegal for everyone. 


C. The proposed provisions as to arbi- 
tration of commercial disputes—or their 
substantial equivalents — including the 
enforcements of any awards made by such 
arbitrators, should receive the support 
of corporate fiduciaries. The arguments 
in favor of commercial arbitration are 
too familiar for repetition here. 


Conclusion 


Regardless of what one may think of 
the interesting political and economic ex- 
periment which has been going on in 
Russia since 1917, the United States has 
recognized the Soviet, and we now are 
confronted by a fait accompli. 


Trust officers are apt to find themselves 
suddenly precipitated into situations in 
which the most learned of counsel would 
be forced to advise them that there are 
no guiding precedents arising out of the 
clash of what are probably the two most 
diametrically opposed countries in the 
world in respect of legal, social and eco- 
nomic ideals and theories. 

Unless these points of difference are 
settled in advance, doubt and uncertainty 
are bound to arise, with resultant delay, 
expense and uncertainty. The proposals 
mentioned herein, while most carefully 
considered by the bar association com- 
mittee, and earnestly advocated by them, 
are meant to be suggestions for the guid- 
ance of the State Department in negoti- 
ating, and the Senate in considering the 
ratification of, the proposed commercial 
treaty. 

The writer has attempted in this arti- 
cle to show how corporate fiduciaries are 
vitally concerned in some of the sug- 
gested provisions. The matters covered 
by these suggestions certainly deserve the 
most careful consideration of trust men 
throughout the country. 


Note: The writer wishes to acknowledge 
his indebtedness in the preparation of 
this article to Mr. Valerian E. Greaves, 
a Russian lawyer practising foreign law 
in New York City, and a member of the 
above-mentioned Committee of the 
American Bar Association. 
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COURT DECISIONS 


Validity of Revocable Life Insurance 
Trust Agreement Upheld by Iilli- 
nois Supreme Court — Estate of 
Decedent Settlor Insufficient to 
Pay Claims—Plaintiffs, Creditors 
of Settlor, Attacked Agreement— 
Ill. Sup. Ct., Daniel W. Gurnett et al. Plaintiffs 
in error, vs. The Mutual Life Insurance Com- 
pany of New York et al. Defendants in error. 
Decision became final July 10, 1934. 

Mr. Justice DeYoung delivered the 
opinion of the court, which follows in 
full: 

Daniel W. Gurnett and four other per- 
sons, partners, doing business under the 
firm name and style of Gurnett & Co., filed 
their amended and supplemental bill of 
complaint in the circuit court of Cook 
county against the Mutual Life Insurance 
Company of New York, the Penn Mutual 
Life Insurance Company, the Central Re- 
public Bank and Trust Company, as succes- 
sor trustee under a life insurance trust 
agreement, the executors of the last will and 
testament of Knowlton L. Ames, deceased, 
and his heirs-at-law. 

The relief prayed for was: (1) to 
have the trust agreement and the amend- 
ments thereto entered into by Knowlton L. 
Ames and the Central Trust Company of 
Illinois, as trustee, declared void; (2) to 
enjoin the two named insurance companies 
from paying to the trustee the proceeds of 
certain policies they had issued; (3) to 
restrain the trustee from disposing of the 
proceeds of other policies paid to it, and 
(4) to order the trustee to hold the pro- 
ceeds of the several policies under a result- 
ing trust in favor of the estate of Ames 
and to pay such proceeds to the executors 
of his will. Motions to dismiss the bill were 
made by all the defendants, and after an 
extended hearing upon these motions the 
chancellor found that the agreement and 
amendments thereto constituted a _ valid 
trust agreement and that the amended and 
supplemental bill was without equity. The 
complainants elected to abide by their bill 
and the court entered a decree dismissing 
it for the want of equity. Upon appeal, the 
Appellate Court for the First District 
affirmed the decree. The cause is here upon 
a write of certiorari for a further review. 

The complainants, in their amended and 
supplemental bill, alleged that they were 
stock brokers engaged in business in Boston, 
Massachusetts; that under various agree- 
ments, relative to the purchase and sale 
of stocks and other securities, Ames became 


indebted to them in the sum of $324,361.83, 
with interest thereon; that although they 
had instituted legal proceedings against 
Ames in the superior court of Cook County 
for the recovery of this sum, with interest, 
the suit was undisposed of and pending 
when he died on December 23, 1931; that 
his estate, in the process of administration 
in the probate court of Cook county, was 
insufficient to pay the claims of creditors; 
that the proceeds of certain life insurance 
policies subject to a life insurance agree- 
ment dated December 2, 1930, and two 
amendments thereto, had been paid to the 
trustee designated therein but that a sum 
in excess of $300,000 payable under the 
policies issued by the Mutual Life Insur- 
ance Company of New York and the Penn 
Mutual Life Insurance Company and also 
subject to the trust had not been paid to 
the trustee; that Ames had not assigned the 
policies to the trustee; that prior to his 
death Ames treated the policies as his sole 
property and that he borrowed money from 
insurance companies upon some of the 
policies after December 2, 1930. It is fur- 
ther alleged that the agreement and amend- 
ments thereto did not conform to the legal 
requirements for the disposition of property 
inter vivos, because there was no disposition 
by Ames during his lifetime of any interests 
in the life insurance policies to the trustee; 
that there was no actual corpus of the trust 
while Ames lived, as the result of which the 
trust failed, and that the proceeds of the 
policies rightfully belong to the executors 
and should be impressed with a resulting 
trust in favor of the estate. It is charged 
that the executors, the Central Republic 
Bank and Trust Company and John Dawes 
Ames, are disqualified from bringing the 
suit because of interest as the trustee and 
a beneficiary, respectively, of the trust, and 
that owing to their failure to institute legal 
proceedings to have the trust declared void, 
the complainants have filed their amended 
and supplemental bill, for and in the place 
of the executors, and on behalf of claim- 
ants, creditors, the legatees and heirs of 
the decedent as well as in their own behalf. 
Fraud is not alleged, nor are there any alle- 
gations that the transaction contravenes 
any statute or the public policy of the State 
or any provision of the various contracts 
of insurance. 


The trust agreement, including a schedule 
of the policies initially deposited with the 
trustee thereunder, and amendments dated 
April 2, 1931, and June 25, 1931, respec- 
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tively, were attached to and made a part 
of the bill. The schedule discloses that be- 
ginning in 1906 and continuing through 
1927, Ames acquired thirty-three policies of 
life insurance from ten different companies 
for a total exceeding one million dollars. By 
the trust agreement Ames is designated as 
the assured, and the Central Trust Com- 
pany of Illinois, a corporation authorized to 
accept and execute trusts, as the trustee. 
The agreement sets forth that Ames de- 
posited the policies with the trustee and 
agreed to make the trustee the beneficiary 
of all the policies. Ames thereafter caused 
the companies, including the two made de- 
fendants to this suit, to change the bene- 
ficiaries in conformity with the provisions 
of the trust agreement. Where the trustee 
previously had not been named as the bene- 
ficiary, the companies noted the change on 
the face of the policies. The agreement fur- 
ther provided that Ames should continue 
to pay all premiums, assessments and other 
charges required to keep the policies in 
force, and that he retain the power to exer- 
cise any right, option, or privilege given to 
him by any of the policies, including the 
right to change the beneficiary, to borrow 
money in accordance with the respective 
policy provisions, to use any of the policies 
as security for any purpose whatsoever, to 
receive any dividends, earning or other pay- 
ments on the policies, and to surrender any 
policy for its cash surrender value. In addi- 
tion to the powers reserved with respect to 
the policies, the agreement provided that 
Ames should have the right to terminate it 
in whole or in part, or to modify or amend 
it. The latter power was twice exercised. 
The trustee agreed to hold the policies until 
Ames should in writing otherwise request 
or direct. If so requested or directed, and 
upon the payment to it of reasonable com- 
pensation for its past services, the trustee 
was required to deliver the policies de- 


manded. The agreement imposed no other 
duties upon the trustee during the lifetime 
of Ames. The trustee agreed, upon his death, 
to collect the policies and to administer and 
dispose of the proceeds in conformity with 
the detailed directions prescribed in the 
trust agreement. For the performance of 
these duties after Ames’ death, the agree- 
ment provided that the trustee would be 
entitled to compensation. 

The plaintiffs in error contend that the 
agreement of December 2, 1930, did not 
create a valid trust because the settlor 
neither rélinquished the power to change 
the beneficiary named in the policies nor 
assigned any of the policies to the trustee. 
To support the decree sustaining the valid- 
ity of the trust, the defendants in error 
maintain, first, that the trust agreement 
passed property rights or interests of the 
settlor in the policies to the trustee during 
the lifetime of the settlor and, second, that 
by the execution of the agreement and the 
nomination of the trustee as the beneficiary 
of the policies, the settlor manifested his 
intention to transfer the title to, as well as 
the physical possession of, the policies to 
the trustee. 

A trust is an obligation arising out of a 
confidence reposed in a person, for the 
benefit of another, to apply property faith- 
fully and according to such. confidence. 
(Lewin on Trusts, (13th ed.) p. 12; 1 Perry 
on Trusts, (7th ed.) sec. 2; Marble v. Mar- 
ble, 304 Ill. 229). It may be created in any 
property, real or personal, legal or equit- 
able, which is in existence, and which in the 
eye of a court of equity, is of value. (1 
Perry on Trusts, (7th ed.) secs. 67, 68; 
Burke v. Burke, 259 Ill. 262; Crum v. Saw- 
yer, 182 id. 448). Choses in action, con- 
tingent interests and expectancies may be 
assigned and a valid trust created in them. 
Although not assignable at law, they may 
be transferred, so as to be binding in equity, 





188 


by a contract made in good faith and for a 
valuable consideration. (2 Story on Eq. Jur. 
(13th ed.) sec. 1040b; (1 Perry on Trusts, 
(7th ed.) secs. 67, 68; Jarvis v. Binkley, 
206 Ill. 541; Hudnall v. Ham, 183 id. 486; 
Crum v. Sawyer, supra; Kerr v. Crane, 212 
Mass. 224). To constitute a valid trust of 
personal property there must be a declara- 
tion by a person competent to create it, a 
trustee, designated beneficiaries, a certain 
and ascertained object, a definite fund or 
subject matter, and its delivery or assign- 
ment to the trustee. Godefroi on Trusts, 
(5th ed.) p. 7; Cruwys v. Colman, 9 Ves. 
319; Brown v. Spohr, 180 N. Y. 201; John- 
son v. Scott, 187 N. Y. Supp. 243; Gough v. 
Satterlee, 52 id. 492. 

A life insurance policy is property and 
may constitute the subject matter of a 
trust. (Fortescue v. Barnett, 3 Mylne & 
Keen, 36; Otis v. Beckwith, 49 Ill. 121; 
Hirsh v. Auer, 146 N. Y. 13; Lauterbach v. 
New York Investment Co., 117 N. Y. Supp. 
152; Bose v. Meury, 112 N. J. Eq. 62; Ken- 
drick v. Ray, 173 Mass. 305; Coyne v. Su- 
preme Conclave, 106 Md. 54.) The desig- 
nated beneficiary of the policy may, by the 
provisions of a collateral trust agreement, 
be named as the trustee. (Vance on Insur- 


ance. (2d ed.) p. 606). When the beneficiary 


promises the insured to pay either the 
whole or a portion of the proceeds of the 
policy to a third person, the proceeds will 
be impressed with a trust to the extent of 
the promise made. Hirsh v. Auer, supra; 
Bose v. Meury, supra; Coyne v. Supreme 
Conclave, supra. 

Ames, the creator of the trust assailed, 
made his insurance policies payable to a 
trustee and contemporaneously executed a 
trust agreement providing for the adminis- 
tration and disposition of the proceeds of 
the policies. The trustee promised to per- 
form the duties of administering the trust 
according to the provisions of the agree- 
ment, and the policies were placed in its 
possession. The policies were contracts be- 
tween the insured and the insurers for the 
payment of stipulated sums by the latter to 
the trustee as the nominee of the insured 
upon the happening of a certain contin- 
gency, namely, the death of Ames. (1 Bid- 
dle on Insurance, p. 5; 1 Joyce on Insur- 
ance, (2d ed.) sec. 7). The premiums paid 
by Ames constituted the consideration for 
the promises made by the insurers. Their 
obligations to pay and the right of the 
trustee to receive the proceeds of the poli- 
cies, upon the happening of the contingency 
specified, were determined when the com- 
panies noted upon the face of the policies 
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the exercise, by the insured, of his right or 
privilege to change the beneficiaries. The 
date of the death of the insured merely 
fixed the time when the obligation of the 
insurers to pay and the right of the bene- 
ficiary to receive the proceeds of the policies 
became enforcible. (Frick v. Lewellyn, 298 
Fed. 803.) The trust agreement and the 
change of beneficiaries, however, became 
effective during the lifetime of the settlor. 
The continuing right to receive the proceeds 
of an insurance policy is not impaired by 
the unexercised right or privilege of the in- 
sured to designate another beneficiary. 
(Richards on Insurance, (4th ed.) p. 565; 
Tyler v. Treasurer, 226 Mass. 306.) The 
designation of a beneficiary in a policy of 
life insurance creates an inchoate gift of 
the proceeds of the policy, which, if not 
revoked by the insured in his lifetime, vests 
in the beneficiary at the time of the former’s 
death. (Travelers’ Ins. Co. of Hartford v. 
Fancher, 26 Pac. (2d) (Cal.) 482). A policy 
of life insurance is not deemed an asset of 
the estate of the insured unless it is made 
payable to him, his executors or adminis- 
trators. The mere fact that the insured may 
change the beneficiary does not make the 
policy or its proceeds a part of his estate. 
Neither the policies nor their proceeds con- 
stituted a part of the estate of Knowlton 
L. Ames, deceased. Since his death the trust 
agreement is merely evidence of the 
trustee’s contract under which it must col- 
lect the policies and hold the proceeds for 
the purposes of the trust. 


A trust in the proceeds of an insurance 
policy was enforced in Otis v. Beckwith, 49 
Ill. 121, a case in which the policy was not 
delivered to the trustee and the existence 
of an assignment was first discovered fol- 
lowing the death of the insured. Edward 
Sacket requested Thomas S. Beckwith to 
act as trustee of the proceeds of a life in- 
surance policy for the benefit of Sacket’s 
three sons by his first marriage. Upon the 
written acceptance by Beckwith of the 
trusteeship, Sacket executed an assignment 
of the policy to him and attached the assign- 
ment to the policy. The assignment was 
made in conformity with the provisions of 
the contract of insurance and was noted 
upon the insurer’s books. Sacket did not, 
however, deliver either the policy or the 
assignment to the trustee. After Sacket’s 
death, the trustee and the administrator of 
his estate each claimed the proceeds of the 
policy. In a bill filed for the purpose of com- 
pelling the administrator to surrender the 
policy and to pay the proceeds to the 
trustee, it was alleged that the intention of 
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Sacket was to vest the title to the policy in 
Beckwith as trustee for his three sons, and 
that Sacket, from the time of his assign- 
ment until his death four years later, con- 
sidered it as belonging absolutely to Beck- 
with, as such trustee. Sacket’s widow con- 
tended that her husband retained possession 
and control of the policy and the assignment 
during his lifetime so that the title to the 
policy should not vest in the trustee abso- 
lutely, and that he might make a different 
disposition of it if he so desired. In her 
answer, she averred that he failed to effect 
any legal transfer and that the title to the 
policy, regardless of her husband’s inten- 
tion, never vested in the trustee. This court 
held that since the policy was actually 
assigned and the assignment accepted in 
writing and noted on the books of the in- 
surer, these acts were equivalent to an 
actual delivery of the assignment to the 
trustee. In affirming the decree of the trial 
court directing the administrator to pay the 
proceeds of the policy to the trustee, this 
court emphasized the intention of Sacket 
and observed that he created a fund for his 
children; that he did all within his power 
to confer upon the trustee the necessary 


authority to receive the fund; that, by the 
payment of premiums, he kept the policy in 
force, and that he never manifested any 
repentance of his act. The intention of 
Ames, in the present case, is equally clear 
for he created the fund, continued to pay 
premiums on the policies and did not revoke 
the trust. It follows that upon his death the 
obligations of the insurance companies were 
owing to the trustee. 

The case of Bose v. Meury, 112 N. J. Eq. 
62, is similar to the case at bar. Arnold J. 
Meury named a trust company as trustee of 
the proceeds of all his life insurance poli- 
cies. A trust agreement provided for the 
payment of the income from the proceeds 
of the policies to his wife, with the remain- 
der to his children. Meury reserved the 
right to add or to withdraw policies and to 
revoke the trust. He exercised that power 
by withdrawing two policies aggregating 
$25,000 and pledging them with Edward 
Bose as security for a loan. The beneficiary, 
however, was not changed. Upon Meury’s 
death, the proceeds of these two policies 
were paid to Bose who deposited the excess 
above his claim in court upon an inter- 
pleader bill. The estate was insolvent and 
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the trustee, the widow as administratrix, 
and creditors claimed the surplus. It was 
contended that, by the reserved right to 
withdraw policies and to revoke the trust, 
control of the subject matter was retained 
and that the trust was testamentary. In 
denying these contentions, the court said: 
“Whatever merit there may be to the points 
were the res in trust the property of the 
trustor, they are beside the question where, 
as here, the res is the proceeds of insurance 
on the life of the trustor which never were 
his property. The proceeds are the fulfill- 
ment of promises by the insurance com- 
pany to the Montclair Trust Company, 
trustee, to pay the stipulated sums, upon 
the death of the insured. The insured paid 
the consideration for the promises and he 
had the right, under the terms of the poli- 
cies, to change the promises at will, but 
when the day came—the insured’s death— 
the obligations of the insurance company 
were due to the Montclair Trust Company, 
trustee. Its source of title was the promise 
in the policies, not the trust agreement. The 
trust agreement is no more than a declara- 
tion of trust by the trustee that it would 
hold the proceeds of the policies for the 
benefit of the insured’s wife and children, 
and whether it had physical possession of 
the policies or whether there was a strip- 
ping of interest by the donor, or that the 
trust deed was testamentary, is wholly im- 
material.” 

Likewise, in the case of Hirsh v. Auer, 
146 N. Y. 13, it appeared that the insured 
at any time could have changed the bene- 
ficiary of his certificate of insurance. In 
impressing the proceeds of the policy with 
the trust created by an agreement between 
the insured and the beneficiary, the court 
said: “The statutes of this State do not 
define the objects for which trusts in per- 
sonal property may be created, and if they 
are not against public policy and do not 
contravene any existing provisions of law 
they will be enforced. The fact that the 
trust dealt with a contingent interest of the 
insured in the certificate of insurance is of 
no moment; that interest became vested at 
the death of the insured, and the beneficiary 
having collected the insurance money, the 
trust under the agreement creating and 
acknowledging it, attached to the fund. A 
trust of this character is not to be distin- 
guished from assignments of contingent in- 
terests which courts of equity recognize as 
valid. Field v. Mayor of New York, 6 N. Y. 
179; Stover v. Eycleshimer, 3 Keyes, 620.” 


The reservation of the power to revoke 
an entire trust does not invalidate the 
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agreement presently creating it or ren- 
der it testamentary. (People v. Northern 
Trust Co., 289 Ill. 475; Kelly v. Parker, 181 
id. 49; Mayer v. Tucker, 102 N. J. Eq. 524; 
Dolan’s Estate, 279 Pa. 582.) The plain- 
tiffs in error concede the validity of the 
provision reserving power to the settlor to 
terminate the trust agreement in whole or 
in part. Naming new beneficiaries in one or 
more of the policies would have produced 
precisely the same effect as the termination 
of the trust with respect to such policies. 
The power to designate another beneficiary 
in an insurance policy is a privilege per- 
sonal to the insured. The powers and privi- 
leges reserved do not affect the obligations 
of the insurers to pay the proceeds of the 
policies to the trustee upon the death of the 
insured. 

It is not alleged in the bill of complaint 
that any insurance contract subject to the 
trust agreement required an assignment to 
transfer of the policy. If such a requirement 
was prescribed, it was for the benefit of the 
insurance company which alone could com- 
plain that it had not been observed. The 
insurers did not challenge the validity of 
the transaction attacked by the plaintiffs 
in error. All the insurance companies recog- 
nized the title of the trustee either by the 
payment of the policies prior to the com- 
mencement of this suit or by motions to 
dismiss the amended and supplemental bill. 
The plaintiffs in error were neither parties 
to the trust agreement nor to any of the 
contracts of insurance and they claim no 
lien on any of the policies. Moreover, the 
intention of the insured with respect to the 
payment of a policy was as effectually mani- 
fested by the designation of a new bene- 
ficiary as by the assignment of the policy. 
Delaney v. Delaney, 175 Ill. 187; Potter v. 
Northwestern Mutual Life Ins. Co., 247 
N. W. (Iowa) 669. 

The allegations of the amended and sup- 
plemental bill disclose that Ames could have 
named his wife and children the direct bene- 
ficiaries of the policies in which they were 
not so designated. His intention to provide 
financial security for his family through the 
medium of a life insurance trust is clear. 
The contentions urged by the plaintiffs in 
error do not warrant the frustration, by the 
interposition of a court of equity, of that 
intention. 

Judgment of the Appellate Court affirmed. 

EpiTor’s Note: See excerpts from 
article by Orville F. Grahame, “The 

Insurance Trust as Non-testamentary 

Disposition,” TRusT Companies Maga- 

zine, pages 366-370, March, 1934. 
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Taxation—Attorney’s Fees for Pro- 
curing Refund of Overpayment of 
Tax Not Deductible Expense—U. S. 
Circuit Court of Appeals Upholds 
Decision of Board of Tax Appeals. 


U. S. Circuit Court of Appeals, Second Circuit, 
Monell vs. Helvering, commissioner. Petition for 
review of decision of Board of Tax Appeals re- 
determining a deficiency in income taxes. 


Before L. Hand, Swan and Chase, Cir- 
cuit Judges. The opinion of Circuit Judge 
Chase, follows in full: 


The petitioner was the executrix under 
the will of her husband, Ambrose Monell, 
and the sole beneficiary. She filed an estate 
tax return in which certain securities were 
overvalued, and paid the tax computed on 
such valuation. Some time later an attorney 
who specialized in tax matters called her 
attention to the fact that taxes had been 
overpaid, and in her capacity as executrix 
she employed him in behalf of the estate 
of Ambrose Monell to file and prosecute a 
claim for refund of any such taxes. It was 
agreed that the attorney should be paid 
nothing unless the estate received a refund, 
and that if it did, then the attorney was 
“to receive an amount equal to one-half of 
any such amounts so refunded, the one-half 
to be computed upon the gross amount re- 
ceived, i.e., including interest as well as 
principal.” 


The attorney succeeded in obtaining two 
refunds. The petitioner received them both 
in July, 1926. One was for $40,021.46, with 
interest amounting to $4,210.48. The other 
was for $109,899.68, with interest in the 
sum of $24,382.86. Upon receipt of the gov- 
ernment checks she paid the attorney forth- 
with one-half of the refund in each instance. 
No claim is made that the principal sums 
refunded constitute income. Nor does the 
petitioner now contend that one-half of the 
interest paid was not income. She agrees 
that so much was properly included by the 
commissioner in her gross income, but in- 
sists that the one-half of the interest re- 
ceived and paid to the attorney as his fee 
for obtaining the income was an allowable 
deduction to her as an ordinary and nec- 
essary expense incurred in carrying on a 
trade or business if all the interest was 
rightly included in her gross income, or, 
in the alternative, was money received by 
her belonging to the attorney under the 
terms of his retainer, which constituted no 
part of her gross income. 
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We think her alternative position, that 
all the interest received did not become a 
part of her gross income, is clearly un- 
tenable. She was under no obligation to 
pay any part of the interest as such to her 
attorney. It was merely to be used as a 
part of the measure of the amount due him 
for his services. The terms of the retainer 
contract show that clearly. He was to re- 
ceive “an amount equal to one-half of what 
was refunded.” Other than as they afforded 
the basis for computing the fee due him, 
he had no interest in the refunds them- 
selves. 


On her claim for the deduction of that 
part of the attorney’s fee attributable to 
the refund of interest, an attempt has been 
made to have the language used by Con- 
gress in permitting the deduction of the 
ordinary and necessary expenses incurred 
in carrying on a trade or business con- 
strued to cover broadly any expenses ordi- 
narily and necessarily incurred in obtain- 
ing income. In this way the petitioner 
would distinguish the part of the fee paid 
the attorney for securing the refund of the 
principal of the taxes paid, which she does 
not seek to deduct, from that paid for ob- 
taining the interest. The deduction claimed, 
moreover, is from her own personal gross 
income, although formally at least she in- 
curred the expense as executrix of her hus- 
band’s estate. It is obviously impossible for 
her to deduct the expenses of administra- 
tion of the estate from her personal gross 
income, but that point has not been taken 
by the government, and we will treat the 
claim as though, as was probably in fact 
true, she personally employed the attorney 
to obtain money belonging to her as sole 
beneficiary of the estate which paid the 
taxes. 


Thus treated the fee paid the attorney 
for securing the interest refunded was paid 
to enforce the personal rights of the peti- 
tioner, and is not deductible (Commissioner 
v. Field, C. C. A., 42 F., 2d, 820; Lindley 
v. Commissioner, C. C. A., 63 F., 2d, 807). 
When she incurred this expense she was 
carrying on no trade or business distin- 
guishable from her purely personal affairs 
in which her expenses are expressly made 
non-deductible. The point where the one 
class of expenses merges into the other is 
often hard to determine. But, however 
blurred it may be, it is necessary to keep 
the distinction which Congress has made. 
If we were to agree with the argument of 
the petitioner’s counsel that the real test of 
deductibility is whether the expense was an 
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ordinary and necessary one in obtaining in- 
come, we would take what might be sup- 
ported as a fair one. If Congress had in- 
tended to allow deductions on that basis, 
however, it would have been too simple and 
easy to have said so to make it reasonable 
to believe that such was intended by the 
language which plainly limited expenses de- 
ductible to those incurred ordinarily and 
necessarily in carrying on a trade or busi- 
ness. If they come within the definition, ex- 
penses not incurred in obtaining income are 
deductible. The petitioner is really seeking 
to obtain the result which would follow 
from reporting net income only instead of 
that which follows from the present scheme 
of the law in getting the taxable net by 
taking allowable deductions from the statu- 
tory gross. 


Some suggestion has been made that the 
amount claimed may have been deductible 
as a loss in a transaction entered into for 
profit, but that seems too far-fetched to re- 
quire more than this indication that it has 
not been overlooked. 

Affirmed. 


Ruling on Life Insurance Tax 
Question in Washington 


R. W. Sprague, vice-president and trust 
officer, The National Bank of Commerce of 
Seattle, advises that the Washington Su- 
preme Court on July 25 ruled that the State 
of Washington cannot collect an_ inheri- 
tance tax on life insurance which forms a 
part of the corpus of a living trust created 
for the benefit of survivors of the insured 
who established the trust for their benefit. 


Briefly stated, the facts before the Su- 
preme Court for decision were as follows: 

A resident of Everett, Washington, had 
two life insurance policies which totaled 
$17,000. He made these policies payable to 
the Everett Trust and Savings Bank under 
the terms of a life insurance trust agree- 
ment which provided that the proceeds of 
the policies would be used for the benefit 
of his three children. Following his death 
the Washington State Inheritance Tax -Di- 
vision attempted to collect an inheritance 
tax on the proceeds of the policies. 


Mr. Sprague stated that while Washing- 
ton trust officials generally felt confident 
that such a decision would be forthcoming, 
there naturally was a feeling of relief to 
have it actually announced. 
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Project of An Institute of Legislative 
Science— 


‘“‘American Bar Association Journal,’”’ August, 1934, 
pages 468-472. By ALBERT KOCOUREK, Profes- 
sor of Law at Northwestern University. . 

‘Of the evils which afflict human society 
some of the most serious are those which 
result from the form of our law. It seems 
no exaggeration to say, that quantitatively, 
these social detriments are comparable in 
social significance to those produced by that 
most striking of legal phenomena, crime 
itself. 

‘What we mean here by the form of the 
law deals with the following elements: (a) 
the existence of rules of law in written form; 
(b) clarity of the content of these rules and 
of their limits, i.e., what they include and 
what they exclude; (c) completeness of 
these rules with reference to the subject- 
matter of law; (d) adequate symbolic ex- 
pression of this complex of rules; and (e) 
accessibility of this apparatus to the end 
that the specific rule required may be easily 
discovered. 

‘As to each one of these elements of form, 
the defects are notorious. Like the law of 
the Mussulmans, the Anglo-American sys- 
tem still persists, for the greater part, in the 
immature form of ius non scriptum. Not- 
withstanding the doubtful contribution of 
legislation and the sum total that may pain- 
fully be extracted with any degree of cer- 
tainty out of case law, it is still true, that 
for an overwhelming number of legal prob- 
lems which may be projected by any expert 
in any field, specific answers can not be 
found in the literary monuments of the law 
of any one State. It is unnecessary to enter 
on a discussion of these elements of form. 
The mere specification of them suffices to 
suggest to every lawyer the utter inadequacy 
of our law in its present form, to quadrate 
with the needs, and accomplishments in other 
fields, of modern society. 

‘The social evils which flow from the form 
of our law are accepted as inevitable. Even 
statute law is not regarded as a definitive 
statement of a body of rules ready for con- 
crete application, but rather as a rough out- 
line of legislative ideas, especially in matters 
of detail. The courts are invoked to point out 
the full scope of the legislative purpose in 
specific applications presented in litigation. 
This view is reflected in various definitions 
current in recent decades, which limit law 
to what is recognized and applied by courts 
of justice. The courts are, in effect, the third 
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and the highest legislative chamber, with the 
power on constitutional questions to exer- 
cise a veto. Whatever its merits in other re- 
spects, this process is very costly. 

‘While statute law exhibits the defects of 
form in our law more conspicuously than 
does the ius non scriptum, especially in that 
enacted law presents, or can present, the 
logical blemishes of contradiction, ambiguity 
and incompleteness, in a strict sense, never- 
theless, taking the ius non scriptum of any 
State as a whole, each of these logical defects 
is found on a large scale. 

‘For the bodies or systems of law derived 
by imposition or reception from the English 
common law, the creative force in the mak- 
ing of private law (in contrast with public 
law) resides principally in the courts. This 
preponderance of the courts over the legis- 
lature has continued so long and is so famil- 
iar, that it seems improbable that the center 
of gravity will ever drift. Yet, we think it 
may be reliably predicted that within the 
next two generations, the law will be codified 
in every State in the United States. 

‘The codification movement in America suf- 
fered a heavy blow by the adoption of the 
New York procedure codes. A subject-matter 
that should and could be one of relative sim- 
plicity became overlaid with an unnecessary 
and highly complicated mass of detailed reg- 
ulation. The common law system of pro- 
cedure, deficient as it was, was replaced by 
something infinitely worse. The immediate 
result was not simplicity but a harvest of 
litigation. The procedure side of the law will 
be generally the last to yield to rational 
treatment. The failure of the New York pro- 
cedure codes distracted attention from the 
success of the non-procedural codes. For the 
level attained in legislative art and science, 
the non-procedural codes have marked a dis- 
tinct gain in the form of the law. The level 
attained, however, in these codes leaves 
much yet to be accomplished to satisfy the 
requirement of scientific statement. 

‘It is not our purpose to discuss codifica- 
tion, although we believe it will and must 
come; but whether codification on the Euro- 
pean scale comes within fifty years or never, 
it is important to observe that legislative law 
is becoming increasingly important and the 
development of legislative science now, in 
this country is necessary for the following 
reasons: 


1. To provide a scientific basis for the detached en- 
actments that are pouring in large streams from our 
numerous legislative fountains, federal, state, and 
local. 
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2. To make possible, revision and consolidation of 
the large masses of legislation already enacted, and an 
orderly method of assimilating new growths of legis- 
lation. 

8. To lay the scientific foundations for general codi- 
fication of public and private law as a measure of 
practical prudence. It is not unlikely that the demand 
for codification, if and when it comes, will descend 
upon us with a suddenness, leaving no time otherwise 
for adequate preparation. The result would be very 
unfortunate. It would be costly beyond calculation and 
it would involve the substitution of new continents of 
legal uncertainties for old continents already to a large 
extent, but yet insufficiently, explored. 


‘In an effort to remove some of the evils 
of the form of our law and perhaps also in 
anticipation of forthcoming general codifica- 
tion, the American Law Institute has pro- 
duced and is producing codified statements of 
the law in such important areas of the law 
as Agency, Conflict of Laws, Contracts, 
Torts, Trusts, Land law, etc. The statements 
already presented have encountered criticism 
as well as praise, as might be expected. In 
any event, whatever their defects in form or 
in substance, it can little be doubted that this 
work reaches a level higher than any ever 
previously attained in this country and that 
it is the best practically attainable at this 
time. The Institute, in offering this impor- 
tant contribution to the bench and bar, is not 
making, and so far as we know has never 
made, proposals for legislative adoptions. It 
is offered on its own merits, with the expec- 
tation that the bench and bar will accord to 
it that professional respect which is the 
legitimate right of experts. We believe, how- 
ever, that the Institute will not reach the 
full measure of its fundamental purpose 
until it proposes and obtains legislative adop- 
tions. In any case, the Institute statements 
will stand as valuable materials ready for 
use if the existing need of general codifica- 
tion is translated into future action. 

‘To overcome the defects in the form of 
our existing law and to make possible an 
enlightened legislative method for the future, 
there is need of an American Institute of 
Legislative Science. Bentham, thinking and 
working entirely alone, more than a hundred 
years ago laid some of the foundations of 
such a science. * * * 

‘What is proposed here is not another 
institute of comparative law, of which there 
are already several, in France, England, 
Italy, and in other countries, but rather an 
institute which will deal chiefly with the 
scientific problems of (a) form and (b) sub- 
stance in legislation. 

‘Problems of form in legislation will deal 
principally with the translation of legis- 
lative ideas into a language vehicle of such 
precision that through the language medium 
the original ideas will be successfully repro- 
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duced. Problems of substance in legislation 
will deal principally with the justification 
of legislative ends and the successful trans- 
lation of legislative purpose into adminis- 
trative and social behavior. Problems of 
form will require the aid of experts in sym- 
bolism, logic, and analytical jurisprudence, 
as well as the technical legal expert. Prob- 
lems of substance will require the aid of 
experts in philosophy, ethics, sociology, polit- 
ical science, economics, as well as experts 
in the technics of law.’ 

The author then states his conception of 
the principal departments of research of 
such an institute, which would include the 
following: Social Diseases, Legal Diseases, 
Morphology of Government and Machinery 
of Law, Methods of Social Control, the Writ- 
ten Device of Social Control, Ends of Social 
Control Through Law, Statistics, Drafting 
and Liaison, Promotion and Publication. 
Following his description of the duties and 
obligations of these departments, the author 
states: 

‘This, in slenderest outline, is our concep- 
tion of the need and the scope of an institute 
of legislative science. We are sensible of the 
fact that it presents, while not an impossible 
program, yet one hardly realizable as a whole, 
on any considerable scale. There are two 
ways that such an institute might be brought 
in operation: (a) by subvention of the vari- 
ous States, and also the Federal Govern- 
ment, in direct contact and cooperation with 
their legislative bureaus; (b) by private en- 
dowment. Both ways would meet difficulties, 
especially of a financial kind. To operate a 
legislative institute with the greatest poten- 
tiality of successful achievement would re- 
quire an endowment greater in amount than 
could easily be obtained. Nevertheless, such 
an institute is still possible on a scale com- 
parable to the American Law Institute, the 
National Conference of Commissioners on 
Uniform State Laws, or the American Judi- 
cature Society. Properly organized, even 
such an institute might be expected to pro- 
duce very valuable long-term results which 
would hasten perhaps by decades the changes 
to be expected in government and law in a 
progressive evolution. Whatever the scale of 
activity of such an institute, an extended in- 
cubation period of intensive research and 
preparation would be necessary before prac- 
tical results would be possible. In some of 
the departments the labor of research would 
lie in fields hitherto wholly unexplored. 

‘The desirable legal changes that probably 
could be effected by an institute of legis- 
lative science would include, among others, 
the following: 
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1. Codification of all law on a scientific 
basis. 

2. New political machinery and methods 
based on expertness and democracy. 

3. Criminal law largely reduced to pro- 
phylaxis. 

4. Civil litigation greatly reduced in 
volume. 

5. Judicial procedure completely reformed 
and simplified. 

6. Negligence law reduced to a minimum.’ 

Nine footnotes of comments and refer- 
ences. 


Self-Deposit By Trust Companies of 
Fiduciary Funds— 
“The North Carolina Law Review,” June, 1934, 
pages 350-361.—By H. B. WHITMORE. 

‘Trust departments of modern banks and 
trust companies act as trustee, guardian, 
executor, administrator, escrow agent, and 
in many other fiduciary capacities. The 
handling of cash held by trust departments 
acting in such capacities frequently raises 
two questions: (1) May the trust depart- 
ment deposit this money in the corporation’s 
own banking department? (2) If it does so, 
what legal results affect the equitable owner 
of the funds, the trust company, and in case 
of the company’s insolvency, its creditors? 


Is Self-Deposit Permissible? 


‘Courts of equity have long held that a 
trustee may not mingle trust funds with his 
own. He may not divest the res of the trust 
while keeping it in his own hands, so as to 
change his own status relative to the bene- 
ficiary from trustee to mere debtor. He may 
not profit from his administration of the 
fiduciary estate. From each of these three 
closely related principles, it would naturally 
follow that a bank or trust company, being 
a single entity, should not permit the deposit 
of its trust department’s fiduciary funds in 
its own banking department. But these 
principles were developed in the days when 
trustees were individuals, and the develop- 
ment of modern corporate trustees has in- 
troduced factors not contemplated when the 
rules were first formed. Although the rules 
have been extended to cases where an in- 
dividual trustee deposits fiduciary funds in 
his own bank, or in a bank which he con- 
trols, courts differ widely over their exten- 
sion to self-deposit by trust departments in 
their own banking departments. Some hold, 
either by equitable principles alone or under 
statutes, that such deposits are wrongful. 
Others on the contrary permit such deposits 
—either by statute, under which even per- 
mitted deposits may sometimes be held 
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wrongful unless limited to “proper cases,” 
by order of court upon hearing after notice 
to parties in interest, or upon giving of se- 
curity or surety bond, or by holding the 
above-mentioned principles of equity in- 
applicable. 

‘Many reasons supporting each position 
may be given. Against permitting self- 
deposit, it is contended that the time-tested 
rules are still valid, and the fact that the 
trustee happens to be a trust company should 
not change them. The rules are sound as to 
individual trustees, answer the proponents 
of self-deposit, but departmental bank 
trustees are different. A trust company may 
not change its status from trustee to debtor, 
or mingle trust funds with its own. Only 
in a very limited legal sense can funds sub- 
ject to instant withdrawal by depositors be 
called “its own”; and the constantly chang- 
ing funds of a bank are of vastly different 
character from the usually stable funds of 
the individual trustee. Though in legal con- 
templation parts of one corporate entity, 
the trust department and the banking de- 
partment are separate, and the deposit is 
not so much a change of status in one 
entity as a change of ownership from one 
entity to another. A trustee may not profit 
from the administration of the estate? But 
the trust department, as such, is not profit- 
ing from the administration of the estate 
when it deposits funds in the banking de- 
partment. The banking department may be, 
but the trust department, not the banking 
department, is the trustee. The banking 
department uses funds in its care partly to 
pay the cost of caring for the funds; and 
to any profits remaining after customary 
interest and the banking costs as custod- 
ian are paid, the trust company, through 
its banking department, is justly entitled. 

» ‘But, it may be objected, the purpose 
underlying these rules is to minimize any 
possibility of temptation toward self-deal- 
ing by the trustee detrimental to the bene- 
ficiary; and if self-deposit is permitted, the 
company will be tempted to let fiduciary 
funds accumulate unduly, and remain too 
long on deposit, for the use and profit of its 
banking department. If insolvency threat- 
ens, this temptation becomes far greater. To 
expect a trust company to remove fiduciary 
funds from its own banking department to 
another depositary when it becomes aware 
of its possible insolvency, as a trustee is 
bound to do in diligently caring for the 
trust estate, is not only to drive it further 
towards insolvency, but to strain the integ- 
rity of merely human officers dangerously 
far. Public bank supervision has failed to 
prevent this self-dealing, as too many recent 
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cases show. If deposits must be made else- 
where, the possible effect of self-interest in 
choosing a depositary for funds is greatly 
lessened. 

‘To this reasoning, proponents of self- 
deposit answer that the danger of self- 
dealing by closely supervised trust com- 
panies is far less than the danger of self- 
dealing by loosely supervised individual 
trustees. There is a natural and intrinsic dif- 
ference between departmental bank trustees 
and other trustees. Banking law require- 
ments as to capital, surplus, reserves, 
securities, inspection, and the like, surround 
the former with safeguards not applied to 
trustees generally. The close supervision of 
trust companies by Federal and State bank- 
ing authorities diminishes the danger of 
detriment to beneficiaries through self- 
deposit, even though not wholly preventing 
it. Proper supervision will make negligible 
the danger of profit through unduly large 
cash accumulations; and the deposit of 
security limits the danger of loss through 
insolvency. * * * 

‘Another objection to self-deposit is that, 
in case of the insolvency of the depositary, 
the beneficiary has only one possible source 
of restoration, namely the insolvent com- 
pany; whereas if outside deposit were re- 
quired, the beneficiary would have two pos- 
sible sources, a right against the insolvent 
depositary, and a right against the solvent 
trustee for negligent choosing of the de- 
positary. If the beneficiary is given only a 
general depositor’s claim, or a creditor’s 
claim for wrongful conversion, his estate 
may be badly damaged through the greater 
opportunity for self-dealing which self- 
deposit has created; while if he is given a 
preferred status, the general depositors are 
harmed to the extent of the beneficiary’s 
gain, and this although themselves without 
fault. Requiring deposit of security to cover 
all fiduciary funds deposited in the com- 
pany’s own banking department answers 
this objection, giving the beneficiary full 
protection while saving all other assets for 
the protection of the general creditors. But, 
reply the objectors, the granting of a pre- 
ferred position to deposits by the trust de- 
partment is unfair to deposits by outside 
fiduciaries, which receive only general 
creditor claims upon insolvency. Should not 
all fiduciary funds be treated alike, whoever 
deposits them? If the preferential status is 
granted on the ground of possible greater 
danger through self-dealing at the bene- 
ficiary’s expense, is not this itself an admis- 
sion of the wrongfulness of the deposit? 

‘Strongest arguments for permitting self- 
deposit are the practical ones of custom, 
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convenience, and frequently the intent of 
the person or court appointing the fiduciary. 
It appears that self-deposit has been accept- 
ed practice in many States. Deposits in a 
trust company’s own banking department 
are most convenient, especially in small 
communities where there is only one bank. 
And when that department is approved by 
the public banking supervisor for deposit 
of trust funds by outsiders, why should not 
the trust company’s own trust funds, held 
by its own trust department, likewise be 
deposited there? If the person or court 
appointing the fiduciary intended that funds 
on hand should be deposited in the banking 
department, such deposit is not considered 
wrongful; and if, as seems probable, the 
choice of fiduciary is made ordinarily on its 
strength as a whole, rather than on the 
strength of the trust department, the pre- 
sumption of intent to permit self-deposit 
seems almost strong enough to be given 
legal recognition. 


What Are the Legal Effects of Self-Deposit 
by Trust Companies? 


‘Two types of cases have raised the ques- 
tion of self-deposit by trust companies. The 
first concerns the amount to be paid the 
fiduciary estate by the banking department, 
for the use of funds deposited there. Some 
States have held, with the aid of statutes 
which permit self-deposit, or without such 
aid, that the estate is entitled to receive 
only the customary rate paid on deposits 
of similar amount. The fact that the un- 
related positions of executor and depositary 
are united in one corporation is merely 
occasion to “make the executors and the 
court particularly solicitous concerning the 
financial responsibility of this custodian and 
executor, and also concerning the amount 
paid for use of the deposit.” Others have 
clung to the equitable principle that all 
trustees who use fiduciary funds for their 
own private purpose are liable for profits 
made, or for interest at the legal rate. On 
the basis of these cases, a trust company 
would be liable to the fiduciary estate, in 
case of self-deposit in jurisdictions where 
self-deposit is permitted, only for the high- 
est interest customarily paid on deposits of 
Similar size and duration; but where self- 
deposit is held wrongful, the trustee is liable 
either for actual profits made, or for the 
full legal rate of interest. 

, ‘The second type of case arises from the 
Insolvency of the trust company. Where 
self-deposit is rightful, whether by con- 
sent, by statute, or otherwise, the funds 
deposited in the banking department by the 
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trust department, like the deposits of out- 
side fiduciaries, are given the status of gen- 
eral depositors’ claims, receiving no pre- 
ferred status unless a statute gives them 
either priority or a lien on special security, 
or unless, by reason of express trust, con- 
structive trust, or trust ex maleficio, the 
beneficiary can trace the specific fund into 
the hands of the receiver of the insolvent 
trust company. 

‘Where there has been a definite intent 
that the funds are not to be mingled with 
the banking department assets, as in case 
of bailments, special deposits, and specific 
purpose deposits, or where self-deposit is 
held wrongful, either in equity or by statute 
or because of violation of the statutory con- 
ditions under which it is permitted, the 
beneficiary’s claim is variously treated 
either as: (1) a general creditor’s claim 
for wrongful conversion; (2) a right to 
trace; or (3) an equitable or statutory 
preference. In North Carolina, this variety 
of treatment appears even between different 
fiduciary relationships, which ordinarily are 
treated alike. Deposits made for a specific 
purpose are given a preference, as are 
funds held under express trust. But funds 
held by the fiduciary in the capacity of 
guardian or executor have been given only 
the standing of general creditors’ claims 
for wrongful conversion. Such funds are 
clearly more analogous to funds held for a 
specific purpose or under express trust, than 
to funds on general deposit; and much 
authority, so regarding them, holds that the 
guardian or executor has neither right nor 
power to convert the fiduciary funds into a 
mere creditor’s lien for wrongful conver- 
sion, so long as any funds or property re- 
main in the trustee’s posession into which 
the beneficiary, by virtue of his right of 
property, can trace the funds in the same 
or substituted form, or to which he can 
claim equitable preference. 

‘A North Carolina case cites the rule that 
guardian or other fiduciary funds on gen- 
eral deposit become only creditor’s claims 
like other general deposits upon insolvency 
of a depositary, and reconciles it with the 
rule against commingling by holding in 
effect that the constructive trust claim is 
converted into a creditor’s lien by the 
trustee’s own wrongdoing. The effort to 
reconcile the two rules seems unnecessary. 
The cases cited there in support of the prior 
rule dealt with deposits by outsiders, where 
no rule against commingling was involved. 
A recent Tennessee decision, involving funds 
commingled by self-deposit, altered the pre- 
vious rule regarding the right to trace in 
that State, and held that, such comming- 
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ling being a breach of trust, a broader 
right to trace must be awarded, because the 
trustee cannot be permitted to deprive the 
beneficiary of the funds by his own wrong- 
doing, so long as funds can be reached in 
the insolvent’s estate. Consistency in the 
North Carolina cases, which use language 
practically identical with that of the Ten- 
nessee courts, in the case of express trust 
and specific purpose deposits, suggests that 
a like preference should be granted to self- 
deposited guardian and executor funds. This 
inconsistency of legal effect in the North 
Carolina cases is undoubtedly due in large 
measure to the ever present difficulty in 
balancing equities between the cestui que 
trust of an insolvent trustee and his general 
creditors, to the recent increasing support 
given to the modern liberal attitude as to 
tracing and preserving beneficiary rights, 
and possibly to the fact that in the guard- 
ian cases, the party seeking to establish 
a preference was not the beneficiary, but 
the bonding company for the insolvent 
bank; but a lack of full recognition of the 
character and dangers of self-deposit seems 
also a factor in the guardian and executor 
cases. 

‘The foregoing paragraphs indicate the 
impossibility of giving any categorical 
answer to the two questions considered. 
The proven dangers of self-dealing suggest 
that where neither segregated security nor 
a thoroughly adequate system of bank 
supervision is available for the protection 
of beneficiaries, self-deposit should be for- 
bidden to departmental bank trustees as it 
is to individual trustees. Such a rule would 
result in much inconvenience, however, and 
possibly the undesirable sterilization of 
currency by removal from circulation into 
lock-boxes and bank vaults. 

‘Is there a plan permitting self-deposit 
which overcomes these objections, yet pro- 
tects beneficiaries from the danger of self- 
dealing by the trustee, and preserves gen- 
eral assets of an insolvent company for the 
depositors and other general creditors? 

‘Possibly a thoroughly adequate system 
of bank supervision would justify permit- 
ting self-deposit on a general deposit basis, 
the fiduciary funds taking only a general 
deposit status, without security of any 
kind. To deposits which may hereafter be 
covered by deposit insurance, this plan 
would obviously give full protection. 

‘Under present conditions, however, a 
plan permitting such self-deposit upon the 
setting aside of adequate security, and 
granting the self-deposited funds a lien or 
preferred claim to the proceeds of these 
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securities in case the trust company becomes 
insolvent, would seem to give maximum pro- 
tection and convenience to all parties in- 
volved. In States where legislation regard- 
ing self-deposit is lacking, it is believed 
that the position of all parties would be 
improved and clarified by the enactment 
of such a plan into law.’ 

Mr. Whitmore gives 66 footnotes of cita- 
tions and references. The 67th footnote 
states the author’s conclusions as follows: 


‘It is believed that the safety of bene- 
ficiaries and general depositors as well as 
the convenience of trust companies, would 
be served by the enactment of a statute 
having the following fundamental pro- 
visions: 

(1) Authorization of trust company to 
act as fiduciary only upon proof of ade- 
quate solvency and/or deposit of securities 
with the State. 

(2) Segregation of all trust department 
accounts, and of property held, in cash or 
otherwise, such property not to be mingled 
with the money or other property of the 
company except as hereafter provided. 

(3) Permission for deposit of fiduciary 
funds held by trust department in com- 
mercial department of the same company, 
only upon giving of adequate approved 
security by the commercial department to 
the trust department. 

(4) Application, in the event of in- 
solvency, of all trust department assets 
to trust accounts, together with a first 
lien on securities given under (3), and a 
preference against the general assets of 
the company in the event of failure to set 
aside securities as required, to the extent 
of full satisfaction of all beneficiaries’ 
rights. 

Upon adoption of similar provisions re- 
garding savings department deposits and 
assets, such as those of Connecticut, de- 
posit in savings department of trust funds 
might be safely permitted without further 
security.’ 


Wills — Contract Not to Contest — 


“Michigan Law Review,” June, 1934. (Recent De- 
cisions), pages 1174-1175. 


‘A testatrix left the bulk of her estate 
to the plaintiff whom she named as her 
executor. Defendant, dissatisfied with his 
bequest, threatened to contest the will. 
Thereupon, the parties entered into a con- 
tract whereby the plaintiff agreed to give 
the defendant a piece of land and a sum 
of money in addition to his legacy in con- 
sideration of defendant’s promise not to 
contest the will. Shortly thereafter de- 
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fendant joined relatives of the decedent in 
opposing probate. In an action in equity 
to specifically enforce the agreement, held, 
that the contract was valid and that the 
defendant be permanently enjoined from 
contesting the will. Ewing v. Waddington, 
(S. D. 1933) 252 N. W. 28. 


Wills—Right of Beneficiaries to Com- 
promise So As to Defeat Provisions 
of Will—Waiver of Benefit— 


“Michigan Law Review,” June, 1934. (Recent De- 

cisions), Pages 1176-1177. 

‘By the great weight of authority a con- 
tract by one interested in the estate of the 
testator to refrain from contesting the will 
is valid if it is made with full knowledge 
of the facts and without misrepresentation 
or fraud. The consideration furnished by 
the party agreeing not to contest the will 
is his forbearance of his right to bring suit. 
In some jurisdictions it is sufficient if he 
believes in good faith that he could have 
the will set aside, and it is not necessary 
that he should have a reasonable cause to 
believe that he might succeed in such suit. 
In other jurisdictions reasonable grounds 
for controversy must exist in order to con- 
stitute a valuable consideration sufficient 
to support the contract. A contract not to 
contest a will is specifically enforceable in 
equity, or it may be pleaded against the 
contest petition in the probate court. Such 
a contract is not against public policy be- 
cause it lessens litigation and encourages 
amicable settlements of disputes, and the 
fact that one has agreed to refrain from 
contesting a will does not estop him from 
seeking the legal interpretation of the in- 
strument, nor prevent him from claiming 
an interest in the intestate property. 

Nine footnotes of citations and references. 

‘Testator died leaving a valid will. The 
beneficiaries, who were also the heirs at 
law, presented a stipulation to the court, 
signed by all the parties in interest, agree- 
ing that the will should not be admitted to 
probate; and the court refused the will. 
Later a dispute arose as to the settlement, 
and some of the beneficiaries brought a bill 
in equity to set aside the court order. Held, 
the agreement was supported by a valid 
consideration and is binding on the parties. 
Order of the court refusing probate upheld. 
In re Murphy’s Estate (Iowa 1934), 252 
N. W. 523. 

‘A desire to give effect to the intent of 
the testator in disposing of his property 
conflicts with the property concept that the 
parties in interest may do what they wish 
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with that which is theirs. A testator may 
not compel a beneficiary to accept provision 
for him under a will. It has been held by 
a majority of courts that a lapsed share of 
the residue passes as intestate property. 
Since such a contract as that in the princi- 
pal case, by all the parties in interest, 
simply means that the entire estate goes 
by intestacy, it would seem that such an 
agreement might be given effect to by 
refusing probate, since the same result 
would be achieved even though probate were 
granted. Courts agree that the intent of 
the testator should be carried out as far 
as possible, but they cannot extend his con- 
trol over his property any farther than he 
himself has provided. Such contracts have 
sometimes been held void as contrary to the 
intent of the testator, and against public 
policy on the basis that the probate of a 
will was a proceeding in rem in which the 
public as a whole had an interest. Insofar 
as the testator has imposed restrictions on 
his property by way of trusts and conditions 
under which the beneficiaries may take, the 
courts ordinarily will try to uphold his 
wish; also, they will not allow a person to 
be deprived of his legacy except by his own 
consent. Objections have been raised to 
such an agreement formed before the tes- 
tator’s death, as a species of gambling and 
as affecting testator’s control over the 
parties. But even these rather doubtful 
objections do not apply where the share of 
each beneficiary is fixed and unencumbered. 
Also, the courts as a policy give effect to 
family agreements to promote domestic har- 
mony. The agreement is reviewed by the 
probate court, so it is possible to prevent 
fraud. To insist on probate would seem to 
be ignoring the substance of the matter, 
since the parties can dispose of the property 
in any way they wish as soon as they have 
received it.’ 

Ten footnotes of citations and references. 


Surviving Spouses in New York— 
St. John’s Law Review, May, 1934.—By WILLIAM 
J. O'SHEA, JR., New York, N. Y., pages 245- 
257. 


‘For years, prior to 1927, there was 
much discussion about reforming and mod- 
ernizing our New York statutes regulating 
the descent and distribution of decedents’ 
property. In 1927, this discussion bore fruit 
in the creation by statute of a Commission 
to Investigate Defects in the Laws of Es- 
tates, charged with the duty, among others, 
to “investigate and recommend as to the 
advisability of revision of the Real Property 
Law, the Personal Property Law, the Dece- 
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dent Estate Law and the other statutes of 
this State * * * for the purpose of mod- 
ernizing and simplifying the law relating 
to estates and the system of descent and 
distribution of property.” 

‘A commission of fifteen members was 
created, of whom four were Surrogates, 
eight were members of the legislature and 
three were members of the Bar. The Com- 
mission selected Surrogate James A. Foley, 
of New York County, as Chairman. It held 
hearings, conducted an exhaustive research 
and solicited and received suggestions from 
Bar associations, legal periodicals and in- 
terested individuals, to which it gave care- 
ful consideration. It prepared, proposed, 
and sponsored to enactment the legislation 
necessary to effectuate its recommenda- 
tions. 

‘Much could be written of the changes 
made. But limitations of space require that 
this article be confined to one change alone 
—that effected by new Section 18 of the 
Decedent Estate Law, giving a surviving 
spouse the right to elect to take her in- 
testate share in lieu of the testamentary 
provisions for her benefit. In introduction, 
however, a word must be said of the abo- 
lition of dower and curtesy, for which this 
new right was substituted. 


‘The common law of England gave us 
dower and estates by the curtesy. For cen- 
turies, dower was accepted as assuring to 
a widow protection and support after her 
husband’s death; and as late as July, 1926, 
the New York Court of Appeals had re- 
ferred to it as “perhaps the most highly 
and widely cherished property right re- 
sulting from marriage.” 

‘Actually, however, during the twentieth 
century, dower had not furnished adequate 
protection to the widow, and, as the Com- 
mission reported, was “in most cases an 
illusion and deception.” Since the turn of 
the century the wealth of most men in New 
York has been in personalty. The owner of 
real estate often holds the title in the name 
of a corporation of which he owns all the 
stock instead of in his individual right. The 
Commission found that in most estates of 
wealthy men or those who had been familiar 
with modern business methods, “dower in 
real estate does not exist.” 


‘England, which had given us dower, 
from time to time curtailed it, and in 1925 
abolished it. : 

‘The Commission reported “a glaring in- 
consistency in our law which compels a man 
to support his wife during his lifetime and 
permits him to leave her practically pen- 
niless at his death.” One of its first rec- 
ommendations was for a system of uniform 
descent and distribution of real and per- 
sonal property by which the wife would 
receive immensely increased advantages out 
of her husband’s estate in place of her 
“almost worthless dower.” It advocated the 
adoption of a statute modelled on that of 
Pennsylvania, under which, in place of 
dower, a widow has the right to take her 
intestate share against the will. 

‘The principal recommendations of the 
Commission were enacted into law by the 
1929 Legislature. On and after September 
1, 1930, estates by the curtesy, and dower 
(except as to lands owned by the husband 
during marriage and prior to that date) 
were abolished. * * * ’” 


A New Public Policy 


‘Section 18 was designed to be, and has 
been, the keystone of a new and humane 
system based on a new and enlightened pub- 
lic policy of this state. “The purpose of the 
Legislature was the protection of the 
widow.” 

‘It was a remedial statute, framed on 
the theory that a wife had as much right 
to support from her husband after his 
death as she had during his life. This is 
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obvious from the language of the statute, 
from a consideration of the defects in the 
old law which the new statute was intended 
to cure, and from the reports of the Com- 
mission, which the courts have held are a 
proper subject for their consideration in 
construing statutes enacted pursuant to a 
commission’s recommendation. 

‘The legislature provided that the new 
section should be “liberally construed” to 
“increase the share of a surviving spouse.” 
Surrogate Foley, in deciding the first im- 
portant case to arise under the section, 
said: “That mandate should be given vig- 
orous support and the new right should not 
be whittled down by the ingenuity of a 
draftsman of a will or by the design of the 
husband to deprive the wife of her lawful 
rights.” 

‘Only two cases directly concerned with 
the construction of the section have come 
before the Court of Appeals. In each of 
them the court approved the reform initi- 
ated by the Commission and enacted by the 
legislature. In the Byrnes case, the court 
said: “In making these provisions it was 
the evident purpose of the Legislature that 
a surviving spouse should retain the right 
to claim his or her full intestate share in 
spite of any will unless the instrument 
should provide substantial equivalents. 
* * * In adopting the new Section 18 as 
received from the hands of the Commission, 
the Legislature announced its intention to 
be ‘to increase the share of a surviving 
spouse in the estate of a deceased spouse, 
either in a case of intestacy or by an elec- 
tion against the terms of the will of the 
deceased spouse, thus enlarging the prop- 
erty rights of such surviving spouse,’ and 
stated that ‘such provisions shall be lib- 
erally construed to carry out such inten- 
tion.’ * * * We conceive its intent to have 
been that the equivalent substitute of the 
intestate share in the form of a trust should 
be none other than a trust for the benefit 
of the surviving spouse throughout life. Not 
otherwise may the statutory injunction that 
the provisions, to ‘increase the share of a 
surviving spouse’ shall be ‘liberally con- 
strued,’ be obeyed. 

‘In the Greenberg case, the court referred 
to the “new policy” as being “well defined”; 
and, using practically the language of the 
Commission, said: “The inconsistency in 
our old law which compelled a man to sup- 
port his wife during his lifetime and per- 
mitted him to cut her off with a dollar at 
his death has given way to a new public 
policy which no longer permits a testator 
to dispose of his property as he pleases.” 
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‘In February of this year, in deciding an 
action to have a deed transferring an in- 
terest in real property declared invalid, the 
Court of Appeals took occasion to point 
out that the abolition of dower and the 
substitution of Section 18 had worked a 
change in the law of evidence. Its decision 
throws an interesting sidelight on how ex- 
tensive a change Section 18 has accom- 
plished, not only in the substantive law of 
estates and of property but also in the ad- 
jective law. 

‘Its decision points the distinction that 
the rights conferred by Section 18 do not 
arise upon marriage, as did dower; but 
upon death. During the husband’s life the 
wife has no immediate interest in his prop- 
erty. He may sell or give away his per- 
sonalty, and he may convey his realty, 
without her consent (except in so far as 
Real Property Law, Section 190, applying 
to real estate owned during coverture and 
prior to September 1, 1930, restricts him). 
In view of his power to dispose of his 
property without her consent during life 
the Court of Appeals describes her interest 
therein prior to his death as “remote and 
contingent.” 

‘But on his death an entirely different 
situation arises. If he dies intestate she is 
entitled to one-half or one-third of all his 
property, real and personal, depending on 
offspring; or if he made a will subsequent 
to August 31, 1930, she may elect to take 


in lieu of its provisions her intestate share 
* * 


Who Pays the Widow’s Share? 


‘After the widow has elected to be paid 
her one-half or one-third of the estate out- 
right, what next? Which legatees are to 
pay her? Are the general legatees, who are 
generally only friends, distant relatives and 
charities, to contribute? Or are the residu- 
ary legatees, who in most instances are 
the children and dependent and near rela- 
tives of the testator, to bear the entire bur- 
den? 

‘The Commission gave serious consider- 
ation to this problem. It foresaw the count- 
less difficulties that might arise and the 
great injustice that would result if any 
hard and fast rule was laid down. It recog- 
nized that every will is unique and that 
each presents its own intimate problem. 
“It preferred to leave the questions in each 
case to be decided on equitable principles 
in the light of the testamentary scheme of 
the individual will.” It made provision for 
so doing by including in Section 18, sub- 
division 2 which reads as follows: “Where 
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any such election shall have been made the 
will shall be valid as to the residue re- 
maining after the elective share provided 
in this section has been deducted, and the 
terms of the will shall as far as possible 
remain effective.” 

‘This subdivision was an essential part of 
the new public policy expressed by Sec- 
tion 18. It was doubtless inserted to avoid 
the effect of the New York decisions hold- 
ing that ordinarily residuary legatees can- 
not call upon general legatees to share 
proportionately with them where there has 
been a shrinkage of assets.’ * * * 

‘The two Byrnes cases are landmarks in 
judicial annals. The first subjected Section 
18 to its baptism of fire—from which it 
came forth confirmed by our highest Court 
as a new public policy of the state. 

‘The second came at a time of economic 
stress when most estates had shrunk to a 
small fraction of their former worth. Its 
wholesome rule is a welcome exception to 
the old practice that all general legacies 
must be paid before the residuary legatees 
receive anything. It is in line with the re- 
cent trend in other legislation. For example, 
section 124 of the Decedent Estate Law 
now provides that inheritance taxes “shall 
be equitably pro-rated.” Section 26 provides 
that a pretermitted child shall be entitled 
to recover his intestate share from the de- 
visees and legatees “in proportion to” the 
parts bequeathed to them. Section 35 gives 
the surviving spouse of a testator whose 
will was made before the marriage the same 
rights she would have had if the will had 
not been made, and provides that she shall 
be entitled to receive her share of the es- 
tate from the devisees and legatees “in 
proportion to” the parts devised and be- 
queathed to them. 

' In those instances the legislature itself 
declared the rule. In cases under Section 18 
it has empowered the courts to decide each 
situation in the light of the testamentary 
scheme. Thus the intention of the testator, 
expressed in his will, is allowed to prevail; 
which, said Chief Justice Marshall, is “The 
first and great rule in the exposition of 
wills, to which all other rules must bend.” 

‘Section 18 is working splendidly and car- 
rying out effectively the intent of the Com- 
mission and the legislature that adequate 
support must be provided for the surviving 
spouse and, subject to that requirement, 
that the terms of a will shall as far as 
possible remain effective.’ 

Fifty-six footnotes of citations and ref- 
erences, 
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Government Ownership Will Not 
Solve Railway Problem 


“The problem presented by existing condi- 
tions and trends in the railway industry 
probably transcends in importance to the 
public any other problem with which it is 
confronted,” the “Railway Age” states edi- 
torially. “The way it is settled is very likely 
to determine the way in which many or most 
of the nation’s important industries will be 
dealt with, and therefore whether private 
ownership and management of all large in- 
dustries, or state socialism or fascism, will 
be the future policy of the nation. Presented 
with such an issue, it is difficult to believe 
that professional, agricultural, and business 
leaders and interests will not rally to the 
support of policies necessary to the preserva- 
tion of private ownership.” 

This publication estimates that “in the 
absence of a general advance in rates or a 
large increase in taxes, the immediate effect 
of the adoption of government ownership 
now would be to subject the government to 
an annual loss of $650,000,000 to $850,000,000, 
to be met by taxation. 


Not the “Only Solution” 


“There is a lot of talk in high places in 
government and business about government 
ownership being ‘inevitable.’ There was the 
same kind of defeatist talk after government 
operation was adopted in 1918, but the rail- 
ways were returned to private operation. 
Government ownership is no more ‘inevitable’ 
now than it was then. It is not the ‘only 
solution’ of the railway problem, as many 
say, because it would not be a solution at all. 
The railroad problem presented after govern- 
ment ownership was adopted would be much 
more difficult and dangerous than that pre- 
sented now. The only real solution of the 
problem is to face the facts and advocate 
and adopt the policies necessary to preserve 
private ownership. 

“The right ways to increase the earning 
capacity of the railways and arrest their 
drift toward government ownership are ob- 
vious. The increases in their unit costs and in 
the unit costs and prices of the industries 
from which they buy should be stopped. The 
agreement to advance railway wages must 
be carried out until they have been fully re- 
stored on April 1, 1935, but unless, in the 
meantime, traffic and gross earnings largely 
increase, a movement to reduce wages should 
be started immediately after that date. Ap- 
peal to the courts should be made from the 
railway pension legislation recently enacted 
by Congress.” 





THE MORTGAGE CONFERENCE OF NEW YORK 
History of Movement and Outline of Present Activities, with Discussion of 
Possible Enlargement of Operating Plan 


By WALDRON P. BELKNAP 


Vice-President of the Mortgage Conference of New York and Vice-President of the Bankers Trust Company, 
New York 


HE idea of closer cooperation between 

institutional lenders on bonds and mort- 

gages was first conceived by Henry 
Bruére, president of the Bowery Savings 
Bank. This was back in the merry days when 
the great concern of the savings banks and 
trust companies was to find an outlet for 
money they wished to put out on bonds and 
mortgages. It was a borrower’s market and 
the offer of one institution was used to in- 
crease the amount which the second or third 
lender would be willing to lend on the prop- 
erty. It might be said that the principles of 
the auction market were applied to the mort- 
gage market, the bid of one lender being 
used to induce a higher bid from another. 
This situation had dangers as it could tend 
to induce lending officers to be more optimis- 
tic about a property than they would have 
been under other circumstances. 

Before any progress had been made in 
this effort for cooperation the happy days 
had passed and the lending institutions were 
confronted with entirely different problems. 
The depression had hit real estate, there was 
no mortgage market, borrowers were de- 
faulting, foreclosures were increasing and 
lending institutions involuntarily were be- 
coming increasingly engaged in the real 
estate business and had problems' which 
were new to them. 


Formation of Mortgage Conference 


In the latter part of January, 1933, the 
officers concerned with the real estate and 
mortgage problems of a number of institu- 
tions met to exchange ideas and to find out 
what each was doing in connection with cer- 
tain situations which might result in finding 
the best way to solve some particular trouble 
problem. This resulted in the formation of 
the Mortgage Conference to which belong 
officers of some forty-seven banks and trust 
companies. Officers were elected and an Ad- 
visory Council created. It has always been 
understood that any action taken by the Con- 
ference or by the Council could not bind the 
institutions represented but simply represent 
the views of a majority acting in their in- 
dividual capacity. 

The office of the Conference was in the 
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office of Orrin C. Lester, vice-president of the 
Bowery Savings Bank, a most efficient secre- 
tary, and the only contributions made. were 
used for such expenses as printing and post- 
age. 

During the first year the main problem 
discussed was the stabilization of rents and 
the cooperation of institutions with the vari- 
ous local associations formed by real estate 
owners and agents having that object in 
view. 

When the Legislature met for its regular 
session in January, 1934, it was felt that a 
great deal of legislation would be introduced, 
which while possibly well-meaning, might 
have very disastrous results for all those 
interested in real estate or mortgages. A 
special committee was appointed to study the 
proposed legislation with the duty of oppos- 
ing in the name of the Conference such as 
seemed detrimental. It was also to express 
approval of such as was proposed which in 
the opinion of the committee would be bene- 
fical. The committee was also instructed to 
obtain the cooperation of other associations 
which would properly be interested in the 
same problem so that a united front might 
be presented at Albany in favor of or in 
opposition to the bills. The committee was 
happy in working with the appropriate com- 
mittees of such bodies as the Real Estate 
Board of New York, the Merchants Associa- 
tion, the Chamber of Commerce of the State 
of New York and the Corporate Fiduciaries 
Association, and the result was that these 
various bodies practically expressed the same 
views on the bills which were introduced. The 
information gathered by the committee as to 
the policies being pursued by a great major- 
ity of the institutional lenders in the State of 
New York was helpful to the appropriate 
committees of the Legislature when consid- 
ering some of the drastic proposals for 
moratoria in connection with mortgage in- 
vestments. It also gathered information in 
regard to foreclosures which showed con- 
clusively that foreclosures were not being 
instituted unless there were most serious 
arrears in taxes and interest. This data was 
the first presented, based on actual facts, to 
combat the wild statements made by the pro- 
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ponents of measures which would have killed 
any prospect for the return of normalcy in 
the real estate field. 

On February 1, 1934, an all-day conference 
was held at the Hotel Commodore. At the 
morning session Philip A. Benson, president 
of the Conference, said, “The idea of creat- 
ing the Mortgage Conference grew out of 
the feeling that there should be some way 
by which lending institutions could know 
more about what other institutions were 
doing * * * some means by which we might 
exchange our ideas and experiences and put 
ourselves in a position better to protect our 
common interests and to control some of the 
conditions which in the past have tended to 
get real estate into trouble. In other words, 
we felt that the problems of mortgage lend- 
ing were not something that could be dealt 
with most effectively by independent think- 
ing and action, but that there was a need for 
some sort of agency to bring together col- 
lective intelligence and establish more unified 
policies and standards.” 

The speakers at the morning session were 
Lawrence B. Cummings, vice-president of 
Douglas L. Elliman & Company, who dis- 
cussed “Can Real Estate Interests Unite on 
Sound and Practical Renting Policies for the 
Elimination of Destructive Competitive 
Practices ?” 

Robert L. Hoguet, vice-president of the 
Emigrant Industrial Savings Bank, spoke of 
“What Part Should Modernization of Exist- 
ing Properties Play in Our Future Real 
Estate Developments.” Robert E. Simon, a 
real estate man of outstanding and success- 
ful experience, spoke on “How Are We Going 
to Control the Supply of New Construction 
in the Future in Harmony with Legitimate 
Needs ?” The final talk of the morning ses- 
sion was a summary of proposed real estate 
legislation by the chairman of the special 
committee. After that there was a general 
discussion of the topics which had been pre- 
sented which was participated in by a num- 
ber of men thoroughly qualified to express 
their views. 

At the luncheon the two speakers were 
George McAneny, former Comptroller of the 
City of New York and now president of the 
Title Guarantee and Trust Company, and 
Peter Grimm, chairman of the Citizens’ 
Budget Commission, a man of wide real 
estate experience as president of William A. 
White and Sons. 

Anton L. Trunk, president of the Real 
Estate Board of New York, who was the 
guest chairman at the afternoon session, in 
his opening remarks, said, “The idea of your 
Mortgage Conference is a splendid thing. It 
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is needed. * * * There is real need for a 
grouping together of the lending institutions 
to decide on policies, on questions of legisla- 
tion, for, having agreed on a policy amongst 
themselves, they can by presenting a united 
front exert greater influence on anything 
they desire to accomplish. Likewise you 
should have a place where information of all 
kinds about real estate can be concentrated 
and at your disposal* * *” The speakers in 
the afternoon were Alfred Hurrell, vice- 
president and general counsel of the Pruden- 
tial Insurance Company, who discussed “The 
Lesson of the Depression in Real Estate 
Financing,” and George Emlen Roosevelt, 
whose subject was “The Outlook for Real 
Estate Mortgages and Real Estate Bonds.” 


Permanent Organization Effected 


Many suggestions were made at the meet- 
ing of useful functions which the Mortgage 


’ Conference could perform. It was perfectly 


apparent that if the activities were to be 
enlarged the work could not be carried on 
by volunteers as in the past. After consult- 
ing with the officers of savings banks and 
trust companies it was decided to set up a 
permanent organization working on a budget 
of $25,000 for the first year to be subscribed 
by savings banks and trust companies. A 
large part of this amount already has been 
pledged and it is hoped that the permanent 
organization will be in effect by the early 
Fall. It is sincerely hoped that after the 
Conference is functioning the life insurance 
companies who have expressed a very co- 
operative spirit will join in the effort. 

In the conversations with savings bank 
and trust company officials it has been stated 
frankly that this effort is experimental as 
far as it concerns certain statistical work in 
mind. It is felt certain, however, that the 
Conference will be able to establish close co- 
operation of the lending institutions. As an 
illustration of this cooperation could be cited 
the matter of appraisals, the general form 
of which today is simply a statement that 
the property has been examined and a certain 
value placed on the land and buildings, the 
total presumably being the value of the 
property. This kind of a report while valu- 
able, does not go into sufficient detail and 
state the facts which show a careful exam- 
ination of the neighborhood, the type of con- 
struction, the age of the building, the suita- 
bility of the improvement for the neighbor- 
hood and other salient information. It is well 
known that many properties while having an 
intrinsic value have very little value as col- 
lateral because of the difficulty in finding 
purchasers for certain classes of properties. 
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An appraiser should be required to state, as 
a final conclusion of his appraisal, that the 
property in question is good collateral for a 
loan of a certain amount. Another item of 
cooperation would be the adoption of a policy 
by the lending institutions to require amor- 
tizations on every loan regardless of its per- 
centage to the value. One of the great trou- 
bles in mortgage lending is that an owner 
thinks that his loan is permanent for all 
time for the amount originally placed on the 
property. Every owner should be compelled 
to gradually increase his equity. 


Functions of the Conference 


When it comes to the statistical work the 
Conference is rather groping and can not at 
this moment tell what form it will take. It 
is known, however, that there are certain 
agencies which are gathering statistical in- 
formation. Each of these is dealing with a 
certain phase of the situation. There is no 
place where all the information available is 
gathered and correlated so that it may be 
available. As a simple illustration, the trends 
of population, the number of passengers us-. 
ing various means of transportation, the 
number using particular stations on the sub- 
ways and elevated roads—these figures ex- 
tending over a period would indicate trends 
of values. The number of vacancies in a cer- 
tain class of property and the amount of 
space available in them is essential informa- 
tion. At the present moment an important 
factor could well be the number of proper- 
ties of various classes in a neighborhood now 
in the hands of mortgagees indicating the 
number of properties overhanging the mar- 
ket which will have to be absorbed before 
normal prices can return. 

An important function which the Confer- 
ence could perform might well be an effort 
to restore confidence in mortgage invest- 
ments and in the ownership of real estate. 
A publication of facts in regard to the status 
of large mortgage accounts showing the 
great number of loans which have gone 
through this depression without a default of 
consequence. Propaganda if you like, but 
nevertheless propaganda to offset disastrous 
propaganda which would lead the reader of 
the daily press to think that a good mortgage 
no longer existed. Another function which 
might well be performed would be to interest 
proper bodies such as Bar Associations, the 
Legislature and the Supreme Court in the 
burdens put upon real estate and mortgages 
by the existing legal procedures having to 
do with real estate transactions, to the end 
that a study of the laws affecting real prop- 
erty be made and that they be revised to 
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meet the needs of the present age. A very 
great relief, if it was practical of adoption, 
would be that the Supreme Court on the ap- 
plication for a receiver would appoint a 
mortgagee if he were a responsible person or 
corporation. 

In view of the aggregate of the invest- 
ments in mortgages and real estate by the 
lending institutions of New York City, it 
would appear that some such agency as the 
Mortgage Conference is necessary to deal 
with many broad problems of common inter- 
est in this field. The practicability of such 
an agency can not be proven by a voluntary 
organization. All the men who have con- 
tributed to its activities have the duties of 
their own business to fulfill. It means that 
their thought on this outside problem is 
spasmodic. It necessitates someone with the 
proper assistance who, as his principal job, 
should study the possibilities and the means 
for carrying them out. Before any plan is 
adopted by the Conference it will be consid- 
ered by those whose life work is dealing with 
mortgages and real estate in fiduciary capac- 
ities. It is hoped that through this process 
it will be demonstrated that the effort is 
worthwhile. Many expressions that it is 
worthwhile have been received from those 
whose judgment is to be respected. 
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“Your Personal Bank’’ 


A Friend 
In 
Chicago 


Occasionally a client may 
need the assistance of an out- 
of-town trust company. Ifthe 
need should arise for a trust 
company in Chicago, we 
should be pleased to have you 
suggest a call upon us. 


Whenever you send any cli- 
ents to us, you can be con- 
fident that their interests and 
yours will be thoroughly pro- 
tected. 


TRUST DEPARTMENT 
Harris Trust and Savings Bank 


Organized as N. W. Harris & Co., 1882. Incorporated 1907 


HARRIS TRUST BUILDING, CHICAGO 





Life Insurance Sales Record Shows Continued Increase 


New life insurance during the first 
seven months of 1934 was 14.5 per cent 
greater than the amount for the cor- 
responding period of 1933. For the month 
of July the new production showed a 4.2 
per cent gain over July, 1933. 

These statements are based on a re- 
port forwarded by The Association of 
Life Insurance Presidents to the United 
States Department of Commerce for of- 


ficial use. The report summarized the new 
paid-for business records—exclusive of 
revivals, increases, and dividend addi- 
tions—of 42 companies having 85 per 
cent of the total life insurance outstand- 
ing in all United States legal reserve 
companies. 

Detailed figures for each of the first 
seven months of 1932, 1933, and 1934, 
are shown in the following table: 


1933 1934 
over over 


Month 


January 
February 


$ 614,040,000 


575,497 ,00O 
592 ,333 ,000 
520,586,000 
487 ,284,000 
504,329,000 
447 ,739 ,000 


1933 


$ 423,573,000 
424,483 ,000 
435 ,308 ,000 
423 ,605 ,000 
432,732,000 
446 ,435 ,000 
417 ,859 ,000 


ORDINARY INSURANCE 


$ 435,676,000 
424,395,000 
526,280,000 
511,915,000 
524,542,000 
493 ,205 ,000 
445,208 ,000 


1932 
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$3 ,003 ,995 ,000 $3 ,361,221,000 
INDUSTRIAL INSURANCE 
January 552, $ 168,312,000 $ 197,108,000 


3,741,808 ,000 


February 
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168 ,400 ,000 
187,761,000 
183 ,462 ,000 
190,138,000 
198,046,000 
205,780,000 


196,816,000 
228,107 ,000 
220 ,366 ,000 
226,013 ,000 
211,473,000 
202,256,000 








$1,301 ,899,000 


$1,482,139,000 


GROUP INSURANCE 


22,546 ,000 $ 


32,673,000 


January a 9, 3 


February 
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16,842,000 
17,345,000 
21,711,000 
22,450,000 
43 ,295 ,000 
42 ,456 ,000 


26,862 ,000 
33,241,000 
62,214,000 
40 ,989 ,000 
57,812,000 
46,795,000 


1 | DRwRDsoe 


$ 186,645,000 $ 300,586,000 
TOTAL INSURANCE 
$ 614,431,000 $ 665,457,000 —34.9 


609 ,725 ,000 
640,414,000 
628,778,000 
645 ,320 ,000 
687 ,776 ,000 
666 ,095 ,000 


648 ,073 ,000 
787 ,628,000 
794,495,000 
791,544,000 
762,490,000 
694,259,000 


—26. 
—28. 
—23.é 
—15. 
—10.5 
—3.7 





$5 704,981,000 





Savings Bank Depositors 


The greatest number of depositors on rec- 
ord in more than a hundred years of opera- 
tion is reported by mutual savings banks, 
which are conducted in 18 States. On June 
30 these banks had 13,686,947 depositors, a 
peak figure for all time. This was a gain of 
273,898 in the first six months of the year. 
New York led with an increase of 184,107, 
followed by Pennsylvania with 22,974, and 
Connecticut, 21,888. 
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$4 ,492 ,539 ,000 


$5 143,946,000 —21.3 

“The continued increase of mutual savings 
accounts can mean but one thing—the aver- 
age man and woman is financially better off 
than in some time,” said Philip A. Benson, 
president of the National Association of 
Mutual Savings Banks. “In our institutions 
we always measure the trend by number of 
accounts rather than total of deposits, but 
we now have a substantial gain in both cases 
for the half year.” 








Fiduciary Resources of Banks and Trust Companies in Illinois 


More than five billion dollars of real and 
personal property is held in fiduciary capaci- 
ties by banks and trust companies in Illinois, 
according to the report of the Auditor of 
Public Accounts of Illinois as of December 
30, 1933. 

The report covers all fiduciary activities 
of the 122 state banks, 87 national banks 
and 11 trust companies qualified under the 
Trust Act of that state, administering total 
trust resources of $5,387,135,762 held in 
79,019 accounts. This represents an increase 


Trust Companies 
and State Banks 


$ 5,631,064 
44 847 ,259 
18,532,887 

16,943 
10,334,764 
30,958 ,238 

337 ,796,524 
262 ,668 ,534 
48,814,077 
4,484,865 


As Custodian 
As Depositary 
As Escrow Agent 


As Fiscal Agent 


of $82,282,196 in the year since December 
30, 1932. 

Of these resources the state banks and 
trust companies were administering $1,839,- 
826,405 and national bank trust departments 
were administering $3,547,309,357. These 
were classified as: Cash, $85,111,367; other 
personal property, $5,158,556,618; and real 
estate, $143,467,777. The following table 
shows the amounts held in each fiduciary 


As Guardian 
As Receiver 


8,169,058 
8,149,000 


416,993 ,014 

15,014,323 
255,849,740 
262,964,681 
108 ,601 ,432 


As Trustee under Agreement. 
As Trustee under Decree..... 
As Trustee under Trust Deed. 
As Trustee under Will 

As Miscellaneous 


capacity; both corporate and personal: 


National Banks 


$ 6,185,627 
87,484,160 
133,152,379 
59,200 ,583 
42,328,293 
252,806,897 
977 444,166 
127 ,395 ,372 
75,779,699 
226,559 ,944 
6,521,951 
1,623 ,633 
438,569,499 
7,210,586 
758,748,529 
328 394,335 
17,903 ,705 


$ 


1 


Total 


11,816,691.17 
132,331 ,418.62 
151,685 ,265.78 
59,217 525.54 
52,663 ,057 .05 
283 ,765,135.17 


,315,240,690.66 


390 ,063 ,906.34 
124,593 ,775.78 
231 ,044,809.33 
14,691 ,009.16 
9,772 ,633.74 
855 562,513.45 
22 ,224,908.80 


,014,598 269.41 


591,359 ,015.47 
126,505 ,136.68 


Number 
of Accounts 


1,279 
5,622 
2,772 
584 
2,624 
3,396 
5,096 
7,052 
1,564 
2,790 
3,422 
2,931 
19,621 
767 
11,777 
4,667 
3,055 





Bermuda Legislation Paves 
Way for Trust Banking 


A bill authorizing the creation of a trust 
company for Bermuda was passed with a 
decisive vote by the House of Assembly at 
its spring session. The measure was then 
considered by the Legislative Council, which 
body is Bermuda’s Upper House, and sent 
by that chamber to London for the opinion 
by the Crown’s Attorneys on the procedure 
being pursued. An answer from the Crown 
is expected in time for the legislative ses- 
sion which opens in September, and if the 
opinion is favorable, the measure has only 
to pass the Legislative Council and receive 
the signature of the Governor to become 
law. 


Two previous attempts were made to 
round out the banking structure of the 
islands by the creation of a corporate trust 
institution, but agreement could not be 
reached on organizational details. 


Under the terms of the bill, the proposed 
corporate trustee would be capitalized in 
equal measure by Bermuda’s two banks of 
deposit, the Bank of Bermuda and N. T. 
Butterfield & Son, Ltd., to the extent of 


$250,000, with authorized expansion to ten 
times this amount. The new company would 
be empowered to issue mortgages and ad- 
minister estates, both of which activities 
are now in the hands of individuals and 
forbidden to the banks by the law of the 
colony. Individual administrators of estates 
in Bermuda are not required to render an 
accounting of properties in their care. 


The trust company would also be able to 
cope with the question of church funds and 
other long-continuing trusts, which are now 
handled in Bermuda by parish boards and 
individuals. 


One of the arguments put forward by 
proponents of the bill was that the creation 
of the trust company would make it pos- 
sible for bond issues for the financing of 
large enterprises to be floated in Bermuda, 
thus keeping the profit from the flotation 
within the colony. Under existing condi- 
tions, projects which require large expendi- 
tures must be financed by loans from for- 
eign banks. 


The preponderance of opinion in favor of 
the new institution, however, is indicated 
by the line-up in the House of Assembly, 
which voted 23 to 3 for the measure. 
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More Active Real Estate Market Shown by Survey Covering 
268 Cities—Details by Sections Reported 


A more active market for real estate in 
70 per cent of the cities of the United 
States, with a recent rapid absorption of 
space, particularly in single-family resi- 
dences, is shown in the Twenty-Third 
Semi-Annual Survey of the Real Estate 
Market, covering 268 cities, just com- 
pleted by the National Association of 
Real Estate Boards. This increasing ab- 


Percentage of Cities Reporting Higher or 
Lower Selling Prices, Compared with June, 
1933 


Higher Lower 


Total for United States and Cana..... 33 15 


Section and Size of City 


New England 15 
Middle Atlantic 18 
South Atlantic 59 
East North Cemtral. ..... 25.25.0200 42 
West North Central... .......cceccs 10 
East South Central................. 78 


om — 
Om ao oro 


Over 500,000 

200,000 to 500,000 

100,000 to 200,000 

25,000 to 100,000 

Under 25,000 

District and County Boards......... 


Percentage of Cities Reporting Higher or 
Lower Rents in Central and Outlying Office 
Buildings as Compared with June, 1933 


Central 
Section and Size of City Higher Lower 


Outlying 
Higher Lower 


Totals for United States 
and Canada 13 


New England i ni 
Middle Atlantic 18 
South Atlantic 6 
East North Central 16 
West North Central f 14 2 
East South Central 13 
West South Central...... ‘ 6 7 
he 15 
14 
33 


Over 500,000 
200,000 to 500,000 
100,000 to 200,000 
25,000 to 100,000 
Under 25,000 
District and County 


*Less than 1 per cent. 


sorption of space is already reflected in 
rising residential rents, shown for single- 
family dwellings by 49 per cent of the 
cities reporting. 

Comparisons are with conditions of one 
year ago. 

Statistics made available by the Asso- 
ciation, compiled from confidential re- 
ports from member boards, follow: 


Percentage of Cities Reporting Higher or 
Lower Rentals of Central and Outlying Busi- 
ness Property as Compared with June, 1933 


: Central Outlying 
Section and Size of City Higher Lower Higher Lower 


Totals for United States 
and Canada 10 


New England 

Middle Atlantic 

South Atlantic 

East North Central 

West North Central 
East South Central 

West South Central...... 
Mountain 


COR is 56k eaenewdemes 


Over 500,000 
200,000 to 500,000 5 
100,000 to 200,000 14 
25,000 to 100,000 6 
Under 25,000 11 
District and County 

ee re ree 15 


Percentage of Cities Reporting Upward or 
Downward Movements of Residential Rents 
as Compared with June, 1933 
Two Family 


Dwellings 
Up Down 


Single Family 
Dwellings 
Up Down 


Section and Size of City 


Totals for United States 
and Canada 49 9 


New England 34 
Middle Atlantic 40 
South Atlantic 54 
East North Central 64 
West North Central 48 
East South Central...... 

West South Central...... 

Mountain 30 
DL. vas ssc ecknaae 37 
Canada 34 


30 
43 
71 
54 
42 
District and County 
Boards 48 





OU ARE INVITED 


TO ATTEND ::: 


THE | Q" 


eAnnual Convention 


OF THE FINANCIAL 
ADVERTISERS 
ASSOCIATION 


at Buffalo, September 10-13 


No event of the year is more 
vitally essential to a better under- 
standing of financial advertising 
in all its phases . . . than this 
... on subjects of 
timely interest to bankers, brokers 


public forum 


and others engaged in the broad 
field of finance. 


The program has been so planned 
as to afford all who attend, the 
opportunity to benefit by a 
valuable interchange of ideas 


relating to financial advertising, 
merchandising and selling, public 
It is 
original, unique and comprehen- 


and customer relations. 


sive ... built as an editor would 
build an informative, instructive 
publication . . . designed to pre- 
sent in logical sequence ALL the 


facts which must be known— 


To Meet the Public’s Demand 
For Financial Information 


How this can best be accom- 
plished will be explained in 
illuminating talks by men prom- 
inent in business, commerce, and 
finance. Four general sessions 
and eight departmental sessions 
are to be held during the con- 
vention, followed by a general 
review that will be both analyti- 
calandinterpretive. The primary 
purpose of the convention is to 
disseminate specific information 
of genuine, practical, construc- 
tive value .. . to make atten- 
dance truly worth while. 


C for reservations and further information writeto PRESTON E. REED 
Executive Secretary 
231 So. La SALLE STREET, CHICAGO 


This advertisement designed and written by ALBERT FRANK- GUENTHER Law, Inc. <4 dvertising 
New York Chicago Boston Philadelphia San Francisco 





BOOKS AND BROCHURES REVIEWED 


Federal and State Control of Banking 


By THOMAS J. ANDERSON, JR., Instructor in 
Economics at New York University. Publisher: 
Bankers Publishing Co., New York. 1934; 483 
pages.—$2.50. 


The strong movement which has recently 
set in toward federal control of commercial 
banks, combined with the long-standing 
discussions over the dual banking system 
makes the observations contained in this 
book of timely interest. Conflicts as to state 
and federal jurisdiction which have marked 
the development of both commercial bank- 
ing since the days of the First Bank of 
the United States, and fiduciary banking 
since the Federal Reserve Act, are traced 
and illustrated with decisions of high state 
and federal courts. 

In effect the author presents an histori- 
cal commentary on banking developments 
and experiment from the standpoint of the 
judicial attitude toward the divided juris- 
diction over banking requirements and prac- 
tices, and an analysis of the constitutional 
power of Congress to establish Federal con- 
trol over all commercial banking opera- 
tions. 

Of particular interest to trust executives 
is the chapter on The Fiduciary Contro- 
versy, commencing with the dispute between 
national and state authority under the Fed- 
eral Reserve Act, and summarizing litiga- 
tion relating to granting of trust charters, 
controversy over deposit of securities and 
consolidations. Judicial comments, differen- 
tiating problems of devolution of property 
from those of commercial banking in its 
relation to national fiscal operations, pro- 
vide interesting distinctions on constitution- 
al rights. 

Effects of the competition between the 
two authorities are shown to have contrib- 
uted to many weaknesses, notably in note- 
issue privileges and lax chartering re- 
quirements. The downfall of the first and 
second Banks of the United States are 
traced to their political entanglements, as 
are the disastrous consequences of most 
of the state owned and managed banks of 
subsequent years and also of the “free 
banking” system. According to the author, 
controversies as to jurisdiction increased 
markedly with adoption of the Federal Re- 
serve Act along three main lines: first, par 
remittance; second, fiduciary powers; and 
third, state taxation of national banks. On 
an extensive array of litigation Mr. Ander- 
son builds up a case for the application of 
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federal control to all commercial banking 
operations, and concludes that sound, uni- 
form progress and effective coordination 
are attainable only through elimination of 
the dual banking system. 


The Federal Municipal Debt Adjustment Act: 

A Guide to Municipalities. 
By CARL H. CHATTERS and JOHN S. RAE. 
Prepared for the American Municipal Association, 
Municipal Finance Officers’ Association, and the 
United States Conference of Mayors. Issued as No. 
41 of the Public Administration Service series. 12 
pages, paper. Price, 25c. Order from the Service, 
850 E. 58th St., Chicago. 

The significance of the new Federal 
Municipal Debt Adjustment Act for the of- 
ficials and creditors of municipalities which 
are in findncial difficulties is explained in 
this pamphlet. The authors’ keynote is that 
the Act is not a cure-all for municipal debt 
troubles; indeed, they say proceedings under 
the Act should be used only as a last resort. 

It is still necessary for the taxing body to 
formulate a scheme which is fair to the tax- 
payers and which is deemed fair by the large 
majority of the creditors. Once such a plan 
has been worked out and has been generally 
accepted, proceedings under the new Act can 
be used if necessary to make the agreement 
binding on a recalcitrant minority which is 
obstructing the consummation of the plan. 

The authors present briefly the elements 
of a debt adjustment scheme and the factors 
which must be considered in determining the 
municipality’s ability to pay. The pamphlet 
contains a digest of the new Act as well as 
the text of it in full. 


Security Analysis— 
By BENJAMIN GRAHAM, Investment Fund 
Manager; Lecturer in Finance Columbia Uni- 
versity, and DAVID L. DODD, assistant Profes- 
sor of Finance, Columbia University. Published 
by McGraw-Hill Book Company, Inc., New York, 
N. Y., 725 pages, $5.00. 
In their preface the authors say in part: 
‘This book is intended for all those who 
have a serious interest in security values. 
It is not addressed to the complete novice, 
however, for it presupposes some acquain- 
tance with the terminology and the simpler 
concepts of finance. The scope of the work 
is wider than its title may suggest. It deals 
not only with methods of analyzing indi- 
vidual issues, but also with the establish- 
ment of general principles of selection and 
protection of security holdings. Hence much 
emphasis has been laid upon distinguishing 
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the investment from the speculative ap- 
proach, upon setting up sound and work- 
able tests of safety, and upon an under- 
standing of the rights and true interests 
of investors in senior securities and owners 
of common stocks. 

‘In dividing our space between various 
topics the primary but not the exclusive 
criterion has been that of relative import- 
ance. Some matters of vital significance, 
e.g., the determination of the future pros- 
pects of an enterprise, have received little 
space, because little of definite value can 
be said on the subject. Others are glossed 
over because they are so well understood. 
Conversely we have stressed the technique 
of discovering bargain issues beyond its 
relative importance in the entire field of 
investment, because in this activity the 
talents peculiar to the securities analyst 
find perhaps their most fruitful expression. 
In similar fashion we have accorded quite 
detailed treatment to the characteristics of 
privileged senior issues (convertibles, etc.), 
because the attention given to these instru- 
ments in standard textbooks is now quite 
inadequate in view of their extensive devel- 
opment in recent years. 


‘Our governing aim, however, has been 
to make this a critical rather than a de- 
scriptive work. We are concerned chiefly 
with concepts, methods, standards, prin- 
ciples, and, above all, with logical reason- 
ing. We have stressed theory not for itself 
alone but for its value in practice. We 
have tried to avoid prescribing standards 
which are too stringent to follow, or tech- 
nical methods which are more trouble than 
they are worth. 

‘The chief problem of this work has been 
one of perspective—to blend the divergent 
experiences of the recent and the remoter 
past into a synthesis which will stand the 
test of the ever enigmatic future. While we 
were writing, we had to combat a wide- 
spread conviction that financial debacle was 
to be the permanent order; as we publish, 
we already see resurgent the age-old frailty 
of the investor—that his money burns a 
hole in his pocket. But it is the conserva- 
tive investor who will need most of all to be 
reminded constantly of the lessons of 1931- 
1933 and of previous collapses. For what 
we shall call fixed-value investments can 
be soundly chosen only if they are ap- 
proached—in the Spinozan phrase—“from 
the viewpoint of calamity.” In dealing with 
other types of security commitments, we 
have striven throughout to guard the stu- 
dent against overemphasis upon the super- 
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ficial and the temporary. Twenty years of 
varied experience in Wall Street have 
taught the senior author that this over- 
emphasis is at once the delusion and the 
nemesis of the world of finance.’ 

This book includes a critical examination 
of investment theories in the light of 1927- 
1933 financial experience, a determination 
of the logical bases for the selection of 
securities of various types, and the princi- 
ples for the establishment of tests of safety 
and attractiveness. 

There is also an intensive survey of in- 
come-account and balance-sheet analysis 
with particular emphasis on the detection 
of abnormalities. The role of arbitrarily 
determined items, and the influence of cap- 
italization structure and other technica] 
elements upon the appraisal of the reported 
earnings are also treated. More than 100 
actual examples are used to illustrate the 
various points. 

Primary emphasis is laid on present-day 
conditions and the significance of recent 
events in the financial world. The newer 
practices in financing and accounting are 
discussed in detail. 

Five chapters are devoted to the survey 
and approach of the subject. Sixteen chap- 
ters discuss Fixed-Value Investments. Part 
III contains 5 chapters which cover Senior 
Securities with Speculative Features. Four 
chapters are devoted to Theory of Com- 
mon Stock Investment, The Dividend Fac- 
tor, and a discussion of the Analysis of 
the Income Account. The Earnings Factor 
in Common-stock Valuation covers eleven 
chapters. Four are given over to Balance 
Sheet Analysis and Implications of Asset 
Values. Part VII, consisting of seven chap- 
ters, discuss Additional Aspects of Security 
Analysis, and Discrepancies Between Price 
and Value. 

The appendix consists of forty-eight num- 
bered notes. The volume is well indexed. 


Financial Policy of Corporations— 
By DR. ARTHUR S. DEWING, industrialist and 
former Professor of Finance at Harvard University. 
1934 edition, published by Ronald Press Co., New 
York. 1300 pages; $10. 

This extensive and authoritative text, long 
recognized as a standard guide to corporate 
financial policies, has now been completely 
rewritten in recognition of recent changes in 
economic policy and financial procedure 
which are likely to prove of permanent sig- 
nificance. From the increasing individual re- 
sponsibility felt by stockholders, the author 
contends, “rather than in laws and commis- 
sions, must come the eradication of those 
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ills which arise when there is a separation 
between management and ownership —a 
principle which is quite as true within the 
sphere of government as in the more limited 
sphere of the business corporation.” 

Referring to the present economic paral- 
ysis, Dr. Dewing states in his preface: 

“This is partly due to an accelerated pace 
of production engendered by that war, partly 
to the adjustments following an era of un- 
bridled speculation, and partly to the policy 
of those in control of our central banking 
system who, in times of rising prices, refused 
to follow a politically unpopular course. To 
lift ourselves out of this morass we have 
adopted a series of expedients which, if per- 
sisted in, will undermine the foundations of 
the present capitalistic economic order. 

“This book assumes not only the perma- 
nence, but the economic justification and the 
social sanction, of the capitalistic system. 

“It assumes that the business corporation, 
the reward of able managerial skill, and the 
penalty of loss for incompetency remain un- 
shaken in spite of a changing economic en- 
vironment; and it assumes that these at- 
tempts to substitute an autocratic govern- 
ment bureaucracy for the personal initiative 
of the individual will be discarded, as the 
same expedients have been discarded in the 
past, as soon as their evil effects become 
more fully and consciously realized. * * *” 

Analytical studies and citation of case ma- 
terial support the discussion of six major 
phases of corporate finance. In analyzing the 
types of corporate securities, particular em- 
phasis is given to the degree of protection 
afforded investors by preferences as to as- 
sets. Chapters on Valuation include discus- 
sion of factors and tests in determining the 
value of going businesses for purchase or 
consolidation, and comment is made on valu- 
ation of a bank’s business. Financial plans 
are discussed and illustrated by type of in- 
dustry under the heading of Promotions, and 
the following interesting statements are 
made regarding our banking system: 

“One of the weaknesses, perhaps the great- 
est weakness, of the American banking sys- 
tem, is the large number of small banks es- 
tablished by crossroads town farmers, mer- 
chants and undertakers who have had no 
training in banking and are ignorant of its 
fundamental principles. * * * There has 
been no failure of a Canadian bank for many 
years. This remarkable record has not been 
due primarily, as some students of banking 
have alleged, to the widely extended branches 
of the Canadian banks. Nor has it been due 
to a greater natural skill in banking pos- 
sessed by the Canadians in contrast to the 
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Tax Systems 


of the World 


282 pages of tax charts and tables, size 
11% x 15 inches, depicting the taxing 
systems of all the States, the United 
States, and 44 foreign jurisdictions, in- 
cluding 66 tables describing the extent 
and nature of the application of each 
taxing method by the 48 States and by 
various national governments and tabu- 
lations of the revenues derived through- 
out the world. 210 recognized tax au- 
thorities have collaborated to make this 
volume what we believe to be the great- 
est contribution to factual tax data. The 
essentials of all the taxing systems are 
presented in chart form for quick and 
convenient reference, study and com- 
parison. Includes bases, rates, collection, 
administration and _ distribution. The 
new Fifth Edition of the Tax Research 
Foundation’s Tax Systems of the World 
—as of January 1, 1934. 


Price: $10.00 
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inhabitants of the States. It is due to three 
things: (1) No bank is allowed to come into 
existence in Canada until the banking au- 
thorities of the Dominion are thoroughly sat- 
isfied that the promoters have the financial 
strength to establish the bank on a sound 
basis, that there is a real need for the bank, 
and that the management, including pros- 
pective directors as well as officials, is quali- 
fied by experience to carry on a banking 
business. * * * (2) The banks in Canada 
have developed traditions of sound banking 
which are observed by the men themselves 
without the need of legal restraint. The 
banks are self-regulating. In this country 
we somehow believe that laws rather than 
men insure sound banking. (3) By sound 
banking judgment rather than from the pro- 
hibitions of law, the Canadian bankers avoid 
capital loans. * * *” 

Chapters on Administration of Income 
deal with such factors as the importance to 
creditors of various asset and income ratios, 
advantages of sinking fund payments, re- 
serves, etc. Surveys are presented in connec- 
tion with reorganization programs of in- 
dustrial, railroad and public utility enter- 
prises, with conclusions and data of value 
to trust departments in the administration 
of bankruptcies and reorganizations. 
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Papers on Public Credit, Commerce and 
Finance 
Written by ALEXANDER HAMILTON; Edited 
by SAMUEL McKEE, JR., of Columbia Uni- 
versity. Foreword by ELIHU ROOT. Published 
by Columbia University Press, New York, 1934; 
276 pages; $3. 


In introducing the letters and reports on 
national and commercial finances by Alex- 
ander Hamilton, as Secretary of the Treas- 
ury, Elihu Root comments on the growing 
tendency to make permanent some pres- 
ently temporary emergency powers of the 
government, and calls attention to “the 
unswerving relevancy of the argument to 
the supreme object of the general public 
good” which makes these papers of exem- 
plary value under present conditions. This 
book is an assemblage of Mr. Hamilton’s 
chief public papers, including: first Report 
on the Public Credit—Jan. 14, 1790; Report 
on a National Bank — 1790; Letter to 
George Washington on the Constitutional- 
ity of the Bank with an Analysis of the 
Powers and Function of the Federal Gov- 
ernment—1791; second Report on the Pub- 
lic Credit — 1795; and Report on Manu- 
factures—1791. 

In the reports on the Public Credit is 
conveyed the Hamilton philosophy as to 
elements of an enduring public credit, the 
moral obligation undertaken, necessity of 
funding, and questions of discrimination in 
payment of domestic debt. Original plans 
are outlined for the national debt and tax- 
ation. The report on the national (central) 
bank goes into detail as to functions, ad- 
vantages and disadvantages and relation to 
the government and private banking, with 
emphasis on note-issuance. The discussion 
on rotation of bank directors, difficulties of 
loans on land and limitations on interest, 
while intended to meet conditions of the 
time, nevertheless contains much reasoning 
which is applicable in the present-day dis- 
cussion of banking practices. 


Ethics of Banking Are Praised 
In Radio Broadcast 


Under the auspices of the Kiwanis 
Club of Washington, Vocational Guid- 


ance Committee, Norman E. Towson, 
Assistant Treasurer of The Washington 
Loan and Trust Company, spoke over 
the radio August 8 on the subject “This 
Business of Banking.” His address was 
broadcast by Station WRC of the Na- 
tional Broadcasting Company. 
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“Undoubtedly, the American banking 
system has much for which to answer,” 
Mr. Towson said, “but that system is the 
product of American economic wisdom 
of the last century and a half. It is, 
among the great banking systems of 
the world, one of the most completely 
supervised and thoroughly controlled by 
government. Its faults cannot therefore 
be charged wholly to a system so gov- 
erned unless those by whom supervision 
has been exercised assume some respon- 
sibility for past errors. 


“The public has now regained its con- 
fidence in the banks of the country, and 
such confidence is justified. It remains, 
now, for the bankers to regain their 
confidence in the public: to learn that 
the people are willing now as in the past, 
to respect their obligations, to be fair 
in their judgments, and to shoulder the 
responsibility for their own errors. 


“Banking is no longer merely a mat- 
ter of receiving deposits and paying 
checks. The American Bankers Associa- 
tion defines good bank management as 
demanding the three qualities of techni- 
cal competence, economic understanding, 
and conscientious responsibility. This is 
a high standard, and one which cannot 
be achieved by any amount of legisla- 
tion. Legislation can only make illegal 
such acts as the public conscience has 
come to define as dishonorable. The de- 
termination of whether an act is dis- 
honorable and should be made illegal 
cannot prevent damage. The ethics of 
bankers which guides them in the basic 
principles of right action must, in the 
last analysis, be depended on to raise the 
business of banking to the level of a 
profession *** 

“If those now planning to make a 
career of banking have not a high sense 
of conscientious responsibility — not 
alone to their depositors and stockhold- 
ers, but to the community and the na- 
tion, if they are unwilling to content 
themselves with a reasonable income in 
recompense for long and diligent labors 
for the public good, if they will not aid 
in making of banking a profession dedi- 
cated to the welfare of the entire na- 
tional economy, then they should seek 
elsewhere for their proper vocation.” 





PRACTICAL APPLICATION OF FRAZIER-LEMKE 
ACT SUMMARIZED 


A summary of the amendment to the 
National Bankruptcy Law, commonly 
known as the Frazier-Lemke Act, was dis- 
tributed under date of August 8 by the 
Minnesota Bankers Association to its 
members. It was prepared with the co- 
operation of the Association by its attor- 
neys, Fowler, Carlson, Furber & John- 
son. The summary, in full, was as fol- 
lows: 


This Act is an addition to the Agricul- 
tural Composition and Extension Act of 
1933 which amended (as to farmers) the 
National Bankruptcy Law, and the two acts 
must be considered together. 


The 1933 Act 


Under the 1933 Act, a farmer at any 
time before March 3, 1938, upon payment 
of a fee of $10 could file a petition with 
the Federal Court of his district stating 
that he was insolvent or unable to pay his 
debts as they matured and asking for a 
composition (that is, compromise) or ex- 
tension of his debts. With this petition he 
submitted a schedule of his assets and lia- 
bilities. 

The matter was then referred to a “con- 
ciliation commissioner,” appointed by the 
court. The Commissioner then called a 
meeting of the creditors, who could examine 
the farmer and appoint a committee to 
submit a list of any assets which the farmer 
had omitted from his schedule. 


The offer of composition or extension had 
to be approved in writing by a majority 
in number and amount of all creditors, in- 
cluding secured creditors whose claims were 
affected, and the offer could not reduce the 
amount or impair the lien of any secured 
creditor, but could only affect the time and 
method of its liquidation. The offer also 
had to be approved by the court as being 
an equitable and feasible method of liqui- 
dation and rehabilitation for the farmer 
and in the best interest of all creditors. 
From the time of the filing of the petition, 
the farmer’s property was in the control of 
the court, which could exercise such control 
over it as seemed necessary to protect all 
parties. From the time of the filing of the 
petition, except by leave of court, no pro- 
ceedings could be started (or if previously 
started, could not thereafter be continued) 
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1. To collect the debt; 

2. To foreclose a real estate mortgage; 
to cancel or enforce a contract for deed; 
or to recover possession of land; 

3. To acquire title to land on tax sale; 

4. To levy execution, attachment or gar- 
nishment; 

5. To sell land under judgment or me- 
chanics lien; 

6. To seize or sell property under exe- 
cution, lease, lien, chattel mortgage, condi- 
tional sale agreement, crop payment agree- 
ment, or mortgage. 

When an extension was granted to the 
farmer under this Act, it also extended 
the obligation of anyone secondarily liable 
(as surety, guarantor, etc.) 

The Conciliation Commissioner was re- 
quired, upon request, to assist farmers in 
making out petitions and in all subsequent 
matters, without charge. The farmer was 
not required to be represented by an at- 
torney. 


The 1934 or Frazier-Lemke Act 


The 1934 Act does not disturb the pro- 
visions of the 1933 Act, which remains in 
force. The farmer must still proceed under 
the 1933 Act by paying his fee, filing his 
petition and schedules and offering his com- 
position or extension. But, if he cannot get 
a majority in number and amount of his 
creditors to agree to his offer, then, as to 
debts existing on June 28, 1934, he may 
proceed under the 1934 Act. 


To do this, he must amend his petition 
and ask to be adjudged a bankrupt. A meet- 
ing of creditors is then held in the usual 
way to elect a trustee and examine the 
bankrupt. At this meeting the farmer may 
ask that his property be appraised. This is 
done by three appraisers appointed by the 
Court. 

After the appraisal has been made, the 
referee makes an order setting aside to the 
farmer his exemptions as fixed by the law 
of the State. This is the regular procedure 
in bankruptcy, except that any liens on the 
exempt property are cut down to not ex- 
ceed the appraised value of the property. 
Such liens can then be foreclosed in the 
usual way. (Of course, in practice, a bank- 
rupt tries to select for exemption property 
which is clear of liens or in which he at 
least has a substantial equity.) 
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The non-exempt property is then charged 
with a general lien, up to the amount of the 
farmer’s equity therein, for the payment of 
unsecured claims (including the excess of 
secured claims over the value of the se- 
curity). This lien is subject to all existing 
liens on the property, but the amount of 
such existing liens is cut down to the ap- 
praised value of the security. 

The farmer can then demand that the 
trustee agree to sell to him all or any part 
of the non-exempt property, at its appraised 
value, upon the following terms: 


2%% within 2 years; 
242% within 3 years; 
5% within 4 years; 
5% within 5 years; 
85% within 6 years; 


with interest on the unpaid balances at 
the rate of 1% per annum; all taxes (evi- 
dently meaning those accruing after bank- 
ruptcy) to be paid by the farmer. The 
trustee may fix such other conditions upon 
the sale as he deems fair and equitable. 
Just how far the trustee can go in this 
regard is doubtful. Probably he could re- 
quire insurance, proper care of the prop- 
erty, etc., but he could not change the pay- 
ment terms. 

Such a re-purchase must be consented to 
by the creditors having liens on the prop- 
erty involved. While the law is not clear, 
it will probably be held that a secured cred- 
itor’s objection to a re-purchase will pre- 
vent only that part of the re-purchase cov- 
ering the property on which he has a lien. 
At this point a secured creditor has to 
determine whether he will consent to a re- 
purchase by the farmer of the goods on 
which he has a lien or whether he prefers 
to go under the 5 year “rental” provision. 
The difference between the two proceed- 
ings is as follows: 


1. Re-purchase 


When a re-purchase by the farmer is 
made, the liens of the secured creditors 
continue in effect (not exceeding the ap- 
praised value) and any equity over secured 
claims is also subject to a subsequent lien 
in favor of general creditors. Liens on live- 
stock cover increase of livestock and liens 
on land cover rents from and crops grown 
on the land. 

Payments received under a re-purchase 
agreement are applied first to secured 
claims against the property and then to the 
claims of general creditors. If the farmer 
fails to make his payments under the re- 
purchase agreement, the lien of the secured 
creditors or the general lien of the general 
creditors can be foreclosed. 

Property covered by a re-purchase agree- 
ment can be sold or consumed by the farm- 
er upon his paying over the appraised value 
prior to the consumption or sale, or upon 
his giving bond to make the payments as 
called for in the re-purchase agreement. 

When the farmer has complied with the 
re-purchase agreement, he is then entitled 
to apply for a discharge in bankruptcy. 

It will be seen that where a re-purchase 
is consented to, the farmer, up to the end 
of the 6th year, pays only 20% (15% prin- 
cipal and 5% interest) of the appraised 
price on the property. This does not amount 
to a fair interest return even without con- 
sidering depreciation of personal property. 
Of course, the farmer agrees to pay the 
balance of the appraised value at the end 
of the 6th year, but if he does not do so 
the creditor can get only the depreciated 
property on foreclosure and a deficiency 
judgment for what such a judgment may 
be worth. 


2. Rental 


If a secured creditor, who is affected by 
a proposed re-purchase agreement, objects 
in writing to the re-purchase then (at least 
as to the property covered by his lien) 
the re-purchase is not permitted. But, in 
such case, the creditor’s right to sue or 
foreclose is held up for 5 years, during 
which time the farmer may keep and use 
the property upon payment of a reasonable 
rental, and at any time during the 5 years 
the farmer may re-purchase the property 
upon a cash payment of its appraised value 
(or in case of real estate, its re-appraised 
value) and can then apply for a discharge 
in bankruptcy. If he does not so re-purchase 
it, then at the end of the 5 years the cred- 
itor may foreclose his lien. 
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The rent paid by the farmer is propor- 
tioned between the secured and general 
creditors according to the proportion of the 
secured claim to the remainder of the prop- 
erty’s appraised value. 

If the farmer fails to pay the rent, the 
trustee can take and sell the property for 
the benefit of the secured and general cred- 
itors in accordance with their respective 
interests. 

Apparently, the farmer can get a dis- 
charge in bankruptcy, if he pays the rent 
for the 5 years, even though he does not 
re-purchase the property. 


Fees and Expenses 


The farmer pays a $10 fee upon filing 
his initial petition. 

The 1933 law says that no other fees, 
costs, or other charges shall be charged or 
taxed to the farmer or his creditors with 
respect to any proceeding under this sec- 
tion. 

It is undetermined whether this elimi- 
nates usual clerk’s, referee’s, trustee’s, and 
appraiser’s fees and commissions which 
would otherwise accrue in proceeding under 
1934 law. If these are not eliminated, the 
farmer would have to pay, in addition to the 
original $10 filing fee, a further fee of 
$30, and the cost of sending out notices to 
creditors; and the other expenses would 
come out of the estate, i.e., out of the pro- 
ceeds of re-purchase or rental. (However, 
proceeds of re-purchase are payable direct 
to lien holders, so no referee or trustee 
commissions would be payable on them since 
they are not disbursed through the estate). 
Rentals are to be “distributed” to secured 
and unsecured creditors as their interests 
appear so these probably go through 
trustee’s hands and commissions will be 
figured on them but will probably be pay- 
able only out of unsecured creditors’ share, 
unless such share is insufficient. 


Matters to be Watched 
A. Under 1933 Law 


1. Petition must state that farmer is in- 
solvent or unable to meet his debts as they 
mature. Apparently, these facts must exist 
to give the court jurisdiction. If they do not 
exist, creditors should immediately move to 
stop the proceeding. 

2. The schedule of assets filed by the 
farmer should be checked and if not com- 
plete, creditors should file a supplemental 
inventory with the conciliation commis- 
sioner. This must be done by a creditors’ 
committee appointed at the first meeting 
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before the conciliation commissioner. The 
farmer may be examined at this meeting. 

3. If a majority in number and amount 
of creditors approve a compromise or ex- 
tension under the 1933 law, an objecting 
creditor may oppose confirmation by the 
court on any one of three grounds: 

(1) That the proposal is not an 
equitable and feasible method of liqui- 
dation for secured creditors and of fi- 
nancial rehabilitation for the farmer. 

(2) That it is not for the best in- 
terests of all creditors. 

(3) That it is not made by the 
farmer and accepted by the creditors in 
good faith. (Bad faith would include 
any “side” agreements with creditors 
to reinstate or prefer their claims). 


B. Under 1934 Law 


1. It is important that the property be 
appraised at a fair price. The appraisers 
will be appointed by the judge or referee 
in bankruptcy. They are supposed to be dis- 
interested and the creditors should see that 
they are such. If the appraisal is not fair, 
it should be objected to, by appeal to the 
court, if necessary. 

2. Apparently, a first meeting of cred- 
itors will be held, claims filed and a trustee 
elected in the usual way. Selection of a 
competent trustee is important as he will 
probably have a part in the selection of 
appraisers, and he has some power in fixing 
terms of re-purchase — other than price 
and payments. 

3. The installment terms on re-purchase 
by the farmer are so liberal that it is pos- 
sible for him to use the property for prac- 
tically 6 years upon payment during that 
period of only 20% of its appraised value. 
He can then fail to make the final payment 
and let the property go back to the lien- 
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holders. Of course, in such case he is legally 
liable for the balance (85%) of the re- 
purchase price, but it is assumed that such 
a farmer’s legal liability for a deficiency 
would be of little or no value. This gives 
him the use of it for much less than a fair 
rental. 

Therefore, unless the court, in which the 
matter arises, is fixing very low rental 
terms, it would seem advisable to refuse 
to consent to a re-purchase by the farmer 
and instead to let him keep the property 
for 5 years under the “rental” provision of 
the act. This is especially true in the case 
of personal property. 2 

4. In fixing the “reasonable rental” for 
property kept by the farmer under that 
provision, the creditors should see that the 
court takes into consideration not only a 
fair return on the appraised value, but also 
a fair allowance for depreciation, in the 
case of chattel security. 


General 


In taking any chattel or crop mortgage 
hereafter, investigation must be made of 
the records of the U. S. District Court to 
see whether the mortgagor has filed a peti- 
tion under this law, because if he has, a 
lien may exist under subsection (s) (2) of 
the law against his crop and livestock, with- 
out such lien being on file with the usual 
chattel mortgage filing officer. 


Conditional Sale Contracts 


You have asked us as to the status of 
conditional sale contracts on personal prop- 
erty under this law. Under the 1933 Act, 
(which is not changed by the 1934 Act) 
after a farmer files a petition for com- 
position or extension you cannot, except by 
leave of court, seize or sell property under 
a conditional sale agreement. This is true 
whether the contract existed on June 28, 
1934, or was entered into thereafter. It 
is our opinion that when a petition has 
been so filed the court will not grant this 
leave until such time as it has been deter- 
mined that the farmer cannot obtain the 
consent of a majority of his creditors to a 
composition or extension under the 1933 
law. As to conditional sale contracts exist- 
ing on June 28, 1934, they would also be 
subject to the provisions of the 1934 law 
providing for re-purchase or for the five 
year rental provision. As to conditional sale 
contracts entered into after June 28, 1934, 
the 1934 law would not apply but the 1933 
law would and, in our opinion, you would 
not be permitted to seize or sell the prop- 
erty until the farmer had amended his peti- 
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tion under the 1934 law, or until it had been 
definitely determined that he could not get 
the consent of his creditors to a composition 
or extension under the 1933 law. 

We see no difference in the standing of 
conditional sale contracts and chattel mort- 
gages under this act and no advantage to 
be gained in using one rather than the 
other insofar as the Act is concerned. 


Average of Savings Bank Rates 
Shows Continued Decline 


Dividend rates paid by mutual savings 
banks of the country as of July 1, 1934, 
averaged 3.24 per cent, according to a cal- 
culation made for the official publication of 
the National Association of Mutual Sav- 
ings Banks, The Month’s Work. This aver- 
age compared with 3.31 per cent as of Jan- 
uary 1, 1934, and with 3.50 as of July 1, 
1933. 

The report showed that of 565 such banks 
operating July 1, 1934, 300 were paying 3 
per cent, compared with 257 last January 
and 151 a year ago. The number paying 3% 
per cent declined to 193, from 236 last Jan- 
uary and 255 in July last year. Only 48 
savings banks paid 4 per cent, compared 
with 64 six months ago and 143 a year ago. 
None paid more than 4 per cent. 

Averages by States were reported as fol- 


a July1 Jan.1 July 1 

1933 1934 1934 
3.00% 3.00% 
3.84 3.80 
4.00 3.50 
3.20 2.85 
3.17 2.99 
3.08 3.00 
3.45 
3.00 


STATE 
California 
Connecticut 
Delaware 
Indiana 
Maine 
Maryland 
Massachusetts 
Minnesota 
New Hampshire... 
New Jersey 


Ohio 

Oregon 
Pennsylvania 
Rhode Island 
Vermont 
Washington 


Wisconsin 2.75 


New Real Estate Journal 


The Institute of Real Estate Management 
of the National Association of Real Estate 
Boards, has started a new quarterly journal, 
to be known as the “Journal of Real Estate 
Management.” James C. Downs, Jr., Chicago, 
is editor-in-chief. 
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Publicity Tactics of F. D. I. C. 
Resented By Editors 


While the majority of newspapers, com- 
menting on the prompt payments to de- 
positors in a closed bank of East Peoria, 
Illinois, hailed the announcement as proof 
of the value of federal deposit insurance, 
the incident has brought to light numer- 
ous evidences that publishers are less 
prone to accept without question the in- 
terpretations issued from Administration 
sources. 

“The F. D. I. C. has someone in a po- 
sition of authority who owns a keen 
sense of publicity values,” the Memphis 
(Tenn.) Commercial Appeal infers from 
the fact that a widow was selected as 
the recipient of the first check. 

The amount of the first check, 
$1,250.00, was said to represent “the en- 
tire wealth of a family hard hit by the 
depression.” Such a statement by the 
Federal Deposit Insurance Corporation 
is considered by the Charlottesville 
(Va.) Progress as “a reprehensible at- 
tempt to influence public opinion.” No 
one with humane sentiments, this paper 
asserts could fail to have a sympathetic 
attitude toward a family circumstanced 
as described, “but to use kindly feelings 
as a means of forestalling candid discus- 
sion of a far-reaching piece of legislation 
is assuredly not a practice to be com- 
mended.” 

More attention, however, has been 
given to the fallacy of assuming that the 
soundness of the deposit insurance plan 
was demonstrated by its smooth func- 
tioning in the East Peoria case. 

“If fire insurance had just been devised 
and the first loss under it paid, the fact 
would attract a great deal of public at- 
tention,” says the Lansing (Mich.) 
Journal. “The theory of fire insurance has 
been proven generally sound by experi- 
ence, but the payment of the first loss 
did not prove the theory. It was merely 
encouragement in the belief that the 
theory was sound.” 

Numerous papers have commented on 
the failure of state deposit insurance 
plans, and have recalled the enthusiasm 
with which their first payments were re- 
ceived. The majority, however, seem to 
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feel that the present plan under federal 
auspices has a better chance of success. 
Popularity of the plan is generally con- 
ceded. Most newspaper commentators be- 
lieve that it will prove permanently bene- 
ficial. 


Press Critical of Central Bank 
Proposal 


Editorial comments received to date, 
regarding the contemplated introduction 
of a proposal for a central bank for con- 
sideration of the next Congress, indicate 
that any such proposal will receive criti- 
cal attention from the press. Three recent 
editorials on this subject are quoted at 
length. 


Indianapolis News: 


“In laying a revival of the proposal 
before the people, administration leaders 
have acknowledged that they have had the 
co-operation of the Reserve Bank in their 
borrowings, but declare that control still 
rests with the banks, and in event of an 
emergency they might declare a halt on 
further co-operation and injure the public 
credit. This is a plain confession that the 
Treasury, or a central bank authority un- 
der the President’s control, wishes to pass 
on its own applications for loans. 

“The Government faces $10,000,000,000 
of refinancing during the current fiscal year. 
The banks are carrying the greatest reserve 
in their history and the greatest excess 
reserve. The per capita deposit in savings 
banks is larger than at any time in the his- 
tory of the country. Never has there been 
such a glut of idle money. Bankers are 
eager and willing to put it to some useful 
purpose, but do not do so because borrowers 
lack confidence in the New Deal experi- 
ments, and bankers are unable to justify 
loans to such borrowers. 

“The central bank proposal is little more 
than a plan to put the Administration in 
control of the people’s savings. The purpose 
is to transfer the credit structure from a 
private foundation to the aggregate re- 
sources of the people. It will fortify a 
political adventure with cash. It may force 
a crisis in public affairs, for it will ask the 
people to decide whether they wish to in- 
trust their money to bankers or to. poli- 
ticians.” 


Minneapolis Tribune: 
“Renewed agitation for a central bank 
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of issue for the United States by some 
members of the Administration increases 
the likelihood that a proposal creating such 
an institution will be submitted at the next 
session of Congress. * * * If for no other 
reason, the issue will be forced by the con- 
flicting powers now being exercised, or 
authorized, by the Treasury Department 
and the Federal Reserve System. Under 
the banking and currency acts passed in 
1933, the Federal Treasury Department is 
now virtually exercising many of the func- 
tions ordinarily associated with a central 
bank. Through its stabilization fund it has 
broad discretionary powers which conflict 
with those delegated to the Federal Reserve. 
If permitted to develop these powers might 
well create a situation which would be in- 
tolerable. 

“In connection with these grants of au- 
thority to the Treasury the point has been 
raised whether it is wise that so unlimited 
a power over the credit and currency of the 
country should be vested in a group of 
elected and appointed officials. Under pres- 
ent conditions the Federal Reserve System 
is definitely under the dominance of the 
Treasury. But aside from the immediate 
questions involved, the proposal for a cen- 
tral bank goes back to a fundamental con- 
troversy which was supposedly settled when 
the Federal Reserve Act was passed. 


“When that system was created it was 
conceived as an American version of a cen- 
tral bank. The functions performed by the 
Bank of England, the Reichsbank or the 
Banque de France were distributed between 
the Federal Reserve Board and the twelve 
separate reserve banks. It was then be- 
lieved that a single central bank would 
never do for the United States. This belief 
was in part the result of opposition to the 
centralization of banking authority and the 
fear of the concentration of funds in a 
single center such as New York. The size 
and geographical distribution of population 
and industry in the United States has, of 
necessity, required a more decentralized 
banking system than that which was ade- 
quate for England, France or Germany. 
This obvious natural factor has not been 
altered and the political considerations 
which support it are likely to retain a 
strong voice in any move to establish a cen- 
tral bank of a more orthodox type than the 
Federal Reserve. * * * 

“Granting that an increase in the cen- 
tral authority in the system may be desir- 
able, the possibility of bringing that about 
by strengthening existing machinery rather 
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than scrapping it for something consider- 
ably different, should first be considered.” 


Washington (D. C.) Post: 

“If American industry is to be run ac- 
cording to a plan formulated by bureau- 
crats, such a development (vesting control 
of monetary and credit policies in a gov- 
ernmental bank of issue) would, of course, 
be logical and inevitable. 

“Under the circumstances it may seem 
surprising that any well-informed banker 
or business man should be alarmed by a 
proposal to give legislative sanction to an 
accomplished fact. However, those who 
realize what has been occurring, have been 
hoping, nevertheless, that the present 
dangerous trend would be reversed with 
the passing of the emergency which led 
to Government encroachment upon the 
private banking field. 

“Such hopes would be finally destroyed 
by legislation concentrating authority for 
the formulation of monetary and credit 
policies in the hands of a Government 
agency. This would indicate that the Gov- 
ernment is in the banking business to stay, 
and that political control of credit re- 
sources, with its inevitable accompanying 
control over the Nation’s privately owned 
industries, had been permanently fastened 
upon us. 

“Even if the waste and favoritism in- 
separable from a nationalized banking sys- 
tem were to be reduced to a minimum— 
and there is little hope of such a consum- 
mation—governmental banking could not 
be divorced from politics. Credits would 
have to be allocated among applicants for 
loans with a view to furthering the Gov- 
ernment’s general plans and policies. The 
‘deserving’ borrowers, therefore, would be 
those that conformed to the commands and 
fitted into the plans of the Government’s 
administrative agencies. Tests of sound- 
ness would have to be revised and loans 
would have to be based on other considera- 
tions than safety and profitable use of cred- 
its advanced. 

“To establish a system of this sort un- 
der present conditions would be equiva- 
lent to acknowledging that the Administra- 
tion intends to proceed with its unrestricted 
spending and planning program, freed 
from the salutary restraints that would 
be encountered if the banking system had 
retained its independence. It is not surpris- 
ing that the mere hint of such a proposal 
has encouraged Europeans to sell the dol- 
lar short.” 
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